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Petitioner San Diego County Water Authority (“Petitioner” or “Water Authority”) brings
this Third Amended Petition for Writ of Mandate, Complaint for Determination of Invalidity and
Complaint for Damages and Declaratory Relief (“Complaint”), alléging as follows:

L INTRODUCTION

1. The Water Authority brings this action for a writ of mandate challenging rates set
by Respondent and Defendant Metropolitan Water District of Southern California
(“Metropolitan™), along with claims for breach of contract and declaratory relief, as a result of
systematic discrimination against the Water Authority by Metropolitan and members of the
Metropolitan Board of Directors. The Water Authority is one of Metropolitan’s 26 member
agencies and is Metropolitan’s single largest customer, purchasing more than 300,000 acre-feet of
water annually from Metropolitan. Metropolitan is obligated to treat the Water Authority fairly
and lawfully as a matter of éalifornia statutory law, California common law, and contractual
duties under its negotiated agreements with the Water Authority. Metropolitan, however, has set
water rates that are contrary to the law and its contractual obligations; it has intentionally
discriminated againét the Water Authority, to the detriment of the Water Authority and
Metropolitan itself, and to the benefit only of Metropolitan’s other member agencies; and it has
imposed unconstitutional conditions on its contracts withrthe Water Authority that are expressly
intended to immunize its unlawful rates from legitimate challengé, through either the political or
judicial process. /

2. The Metropolitan Board of Directors, under the influence and control of various
self-interested member agencies that comprise a majority of the voting interests of the Board, has
adopted unlawful water rates that force the Water Authority to subsidize the water supply costs of
the self-interested member agencies. The Water Authority is unique among Metropolitan’s
member agencies in that it purchases a large, steady volume of water from Metropolitan,.year in
and year out, and also purchases a significant volume of water supply for transport through
Metropolitan’s facilities from third-party sources other than Metropolitan. In particular, the |

Water Authority purchases water from the Imperial Irrigation District (“IID”). To transport the
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water it buys from IID (“IID Water”) to its facilities, the Water Authority entered into an
agreement with Metropolitan under which Metropolitan transports that water. Metropolitan also
transports water the Water Authority has conserved from the lining of the All American and
Coachella Canals (“Canal Lining Water”). The only way for this IID and Canal Lining Water to
reach the Water Authority’s facilities is through the Colorado River Aqueduct (“CRA”) and other
distribution facilities owned by Metropolitan. The Water Authority has a contractual right under
a 2003 Amended and Restated Agreement for the Exchange of Water (“Transportation
Agreement”) to use Metropolitan’s CRA and other facilities to transport IID Water and Canal
Lining Water. Metropolitan and the self-interested Metropolitan member agencies who dominate
the Metropolitan Board have chosen to respond to the Water Authority’s need for additional |
water by taking actions that punish and disadvantage the Water Authority, while enriching the
other member agencies in three fundamental ways, eéch described below.

3. First, on April 13, 2010, Metropolitan adopted rates that Viﬂolate common law,
Californié statutory law, and the California constitution, as well as Metropolitan’s Transportation
Agreement with the Water Authority, by misclassifying certain water supply costs as water

transportation costs. Metropolitan breaks up its rates into a “supply rate” and a series of rates that

it claims together comprise the cost of “water transportation.” About half of the water supply

Metropolitan provides to its member agencies is purchased by Metropolitan from the State
Department of Water Resources (“DWR?), pursuant to a long-term “take-or-pay” contract that
requires Metropolitan to pay a fixed amount per year regardless of how much water it purchases.
Metropolitan does not transport this water itself. Instead, DWR transports the water to
Metropolitan’s facilities via DWR’s state-owned State Water Project facilities. Although the
money Metropolitan pays to DWR is for water supply—that is, to enable Metropolitan to meet
the water supply needs of its member agencies—Metropolitan reallocates most of the costs
associated with obtaining the DWR water supply into the cost components that comprise
Metropolitan’s so-called “transportation rate.” As a result, when Metropolitan charges the Water

Authority a “transportation rate” for Metropolitan’s conveyance of IID Water and Canal Lining

2

SAN DIEGO COUNTY WATER AUTHORITY’S THIRD AMENDED PETITION FOR WRIT OF
MANDATE AND COMPLAINT FOR DAMAGES AND DECLARATORY RELIEF
Case No. CPF-10-510830




SHOWw

O 0 N9

10
11
12
13
14
15

- 16

716734.01

17
18
19
20
21
22
23
24
25

26

27
28

Water, transportation that occurs en’tirely within Metropolitan-owned pipelines, the Water
Authority is forced to pay for costs associated with the supply of DWR water that have nothing to
do with the use of Metropolitan’s pipelines or other facilities. In addition,r Metropolitan loads
onto its “transportation rates” the costs Metropolitan incurs from subsidizing member agencies’
conservation programs and new local water-supply development. Conservation and local supply
deyelopment expenditures are payments for water supply available to member agencies from
sources other than Metropolitan, and hence properly should be classified as water supply charges.
Such expenditures certainly have nothing to do with transportatiori of water-——yet Metropolitan
characterizes them as part of its “fransportation rates”

4. Second, despite having taken the position, in the context of establishing its rates,
that “supply” costs should be characterized as “transportation,” Metropolitan takes the exact
opposite position in the context of calculating the so-called “preferential rights” to which each
member agency is entitled. Metropolifan’s position on preferential rights is consistent with its
rates in only one respect: both are designed to, and in fact do, disadvantage the Water Authority
while providing advantages to the other Metropolitan member agencies. Under section 135 of
Metropolitan’s enabling act, the Metropolitan Water District Act, Cal. Water Code — Appendix §

109 (“MWD Act”), each Metropolitan member agency has a preferential right to purchase a

‘percentage of Metropolitan’s water supply equal to that agency’s share of payments for

Metropolitan’s capital costs and operating expenses, “excepting purchase of water.” In the

- context of its rate-setting, and in the context of defending those rates in this litigation,

Metropolitan has argued that the Water Authority’s payments for “transportation” of non-

Metropolitan water have “no connection” to “the actual supply of water”’—that is, that those

payments are not for the “purchase of water.” But if that were so, Metrbpolitan ought to include
the arr;ounts the Water Authority has paid Metropolitan to transport IID Water and Canai Lining
Water in its calculation of the Water Authority’s preferential rights. Metropolitan has refused to
do so. In the event preferential rights are ever asserted, the Water Authority and its ratepayers

would receive less water than they should be entitled to under section 135 of the MWD Act.

3 .
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5. Third, in order to shield its mistreatment of the Water Authority from any review,
Metropolitan began including a so-called “Rate Structuré Integrity” provision (“RSI Clause”) in
contracts with its member agencies. Metropolitan collects revenues from its member agencies—
through its Water Stewardship Rate—to subsidize water conservation and development of local
water supplies. That money ié then awarded to the member agencies in the form of subsidy
contracts, on a project-by-project basis. The RSI Clause, included in every one of these contracts
since 2005 at Metropolitan’s insistence, purports to authorize Metropolitan unilaterally to
terminate these contracts—and stop providing subsidies for conservation and local water-supply
development—if any member agency files a lawsuit, or even offers political support for
legislation, that would challenge or change Metropolitan’s rates and charges.. Tt therefore
penalizes any member agency that exercises its core constitutional ﬁght to petition the courts or
the Legislature for redress of grievances regarding Metropolitan’s rates, regardless of the merits
of the member agency’s position. In June 2011, Metropolitan actually terminated part or all of
four contracts between Metropolitan and the Water Authority, including a contract involving
Metropolitan, the Water Authority and one of the Water Authority’s member agencies.
Metropolitan has gone further and declared the Water Authority ineligible to receive any future
subsidy contracts, which means that,’ although the Water Authority must continue to fund
Metropolitan’s subsidy programs through its substantial “Water Stewardship Rate” payments to
Metropolitan, the Water Authority will get nothing in return for those payments. Instead, those
payments are entirely diverted to benefit other Metropolitan member agencies, in particular the
large, self-interested member agencies which comprise a majority voting bloc of the Metropolitan
Board with respect to the approvall of subsidy contracts and other decisions. Metropolitan’s
enforcement of the RSI Clause has already cost the Water Authority millions of dollars and will
cost the Water Authority tens of millions of dollars annually in the future.

6.  These various decisions, and the fact that they consistently work to the detriment
of the Water Authority, are no accident. They are a product of concerted action by Metropolitan,

working in concert with a majority group of member agencies that dominates and controls the
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| Metropolitan Board of Directors. These member agencies, working hand-in-glove with

Metropolitan’s executives, have formed a “shadow goverhment” that meets in secret to decide in
advance issues pending before the Metropolitan Board and then coordinates the rubber-étamping
of those decisions by the Metropolitan Board. This shadow government takes advahtage of the
fact that the Water Authority, despite having a minority voting share on the Board, is
Metropolitan’s largest steady purchaser of water and only significant purchaser of transportation
services, and implements policies (including the 201 1-12 water rates) that work to the detriment
of a single member agency, the Water Authority. Metropolitan’s coordination with and effectivé
delegation to this shadow government demonstrate that Metropolitan’s decisions vis-a-vis the
Water Authority and its constituents are unlawful and invalid,

7. Accordingly, the Water Authority brings this action, requesting relief as set forth
in the remainder of this Complaint.

IL PARTIES

8. Petitioner and Plaintiff the San Diego County Water Authority is, and at all times
mentioned herein was, a county water authority organized under thé laws of the State of |
California and located in the County of San Diego, California.

9. Respondent and Defendant Meﬁopolitan is, and at all times mentioned herein was,
a public agency of the State of California organized pursuant to the Metropolitan Water District
Act [Stats. 1969, ch. 209 as amended; West’s California Water Code Append. §§ 109-134 |
(2010)], and located in Los Angeles, California.

10.  The true names and capacities of the Respondents and Defendants identified as
DOES 1-10 are unknown to Petitioner, and Petitioner will amend this Complaint to insert the true
names and capacities of those fictitiously named Respondents when they are ascertained.
Petitioner is informed and believes, and on that basis alleges, that at all times relevant to this
action each of the Respondents and Defendants, including those fictitiously named, was the agent

or employee of each of the other Respondents and Defendants, and while acting within the course
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and scope of such employment or agency, either took part in the acts or omissions alleged in this

Complaint.
III. - SERVICE OF PROCESS
11.  Petitioner will serve Metropolitan, and all other defendants/respondents who
answered the First Amended Complaint, with the Third Amended Complaint in the manner
provided by law for the service of summons in a civil action.
12.  In conjunction with the filing of the ’First Amended Complaint, Petitioner
published notice of this action in newspapers of general circulation published in the counties

served by Metropolitan is the method most likely to give notice to persons interested in these

)
‘proceedings. Those counties are Ventura, Los Angeles, Riverside, San Bernardino, Orange and

San Diego. As this Third Amended Complaint does not add any new causes of action subject to
the validation statutes, Code of Civil Procedure Section 861 et seq., Petitioner will seek an order,
either by stipulation or ex parte, that further publication of the summons is unnecessary.
| IV. JURISDICTION AND VENUE

13.  This court has jurisdiction over this matter pursuant to Code of Civil Procedure
Section 1085, Code of Civil Procedure Section 410.10, and with respect to the Third Cause of
Action, Code of Civil Procedure Sections 860 et seq., Government Code § 66022, and
Government Code § 53511.

14.  The original complaint was filed in Los Angeles County Superior Court on June
11,2010. Venue was transferred to this Court pursuant to Code of Civil Procedure Section

394(a). Venue over this amended Complaint is therefore proper in this Court.

V. FACTUAL ALLEGATIONS

A. Metropolitan, its roles, and its duties.

15.  Metropolitan imports, stores, and transports water throughout the Southern
California counties of San Diego, Orange, Los Angeles, Riverside, San Bernardino and Ventura.

Metropolitan has 26 member agencies, including the Water Authority. These agencies in turn sell

‘water they obtain from Metropolitan to sub-agencies and utilities or directly to consumers. In
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addition to obtaining and delivering water for sale to its member agencies, Metropolitan has more
recently undertaken to subsidize member agency conservation programs and projects aimed at
developing local water sources. |

16.  Metropolitan’s operations are largely paid for by the rates and charges it imposes
on its 26 member agencies for the sale of water and in the case of the Wafer Authority, thé
transportation of a member agency’s own water through Metropolitan’s facilities. The MWD
Act, which defines the powers and responsibilities of both Metropolitan and its Board, obligates
Metropolitan to set rates that “shall be uniform for like classes of service throughout the district.”

17.  Metropolitan obtains water for its member agencies from two principal sources:
first, from the California DWR, via the State Water Project; and, second, from Metropolitan’s
allocation of water from the Colorado River. /The State Water Project water is delivered by DWR
directly to Metropolitan’s facilities. Metropolitan transports its water from the Colorado River
via the Metropolitan-owned and opera‘_ted Colorado River Aqueduct (“CRA”). In this Complaint,
these two principal sources of imported water will be referred to collectively as “Metropélitan
Water,”

18. Metropolitan is governed by a Board of Directors, which includes at least one
representative from each member agency. Additional seats on the Board are allocated according
to a percentage share of the assessed property values within those agencies. This results in
Metropolitan member agencies having voting representation on the Board that can diverge
substantially from each agency’s water usage and payment of Metropolitan’s operating costs.

19. Although Section 50 of the MWD Act requires that Metropolitan act exclusively -
through its Board of Directors, as detailed below, a group of self-interested member agencies has
come to dominate and control Metropolitan. In recent yea;.rs, a group of more than fifteen
Metropolitan member agencigs—led by the Municipal Water District of Orange County
(“MWDOC”), the City of Los Angeles Department of Water and Power (‘LADWP”), the
Western Municipal Water District and the West Basin Municipal Water District—has created a

self-described “Anti-San Diego Coalition” of member agencies for the purpose of securing votes
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on the Metropolitan Board to ratify water rates and policies that further its members’ own narrow
self-interests while systematically disadvantaging the interésts of the Water Authority and its
ratepayers. This well-organized “working group” of member agency managers meets outside the
public view, retains high-priced consultants to further its goals, and engages in wide-ranging sub
rosa activities to coordinate Metropolitan Board votes and outcbmes. Their shadow government
has captured Metropolitan’s governance, with the full knowledge and complicity of
Metropolitan’s top management and several members of its Board of Directors.

20. The MWD Act also requires that Metropolitan establish aﬁ Office of Ethics and
adopt rules relating to internal disclosure, conflicts of interest, and other ethics rules for its Board
members, officers and employees. Metropolitan and i’és member agencies are expressly
prohibited from creating any association that is likely to mislead the public as to the association’s
true identity, its source of funding, or its purpose.

B.  The Water Authority is Metropolitan’s largest customer.

21.  The Water Authority’s service area has a relatively small local water supply from
groundwater and other natural sources. As a result, in order to mee‘/[ local demand for water, the
Water Authority historically relied on Metropolitan to a greater degree, and purchased é much
higher percentage of Metropolitan Water, than other Metropolitan member agencies. Until the
early 1990s, with the exception of capturing a small amount of local rainwater and limited
groundwater, the Water Authority service area was entirely dependent on Metropolitan Water.
Because the Water Authority was (and remains) Metropolitan’s largest steady purchaser of water
from year to year, it also paid (and pays) the largest portion of Metropolitan’s bills, including the
ﬁxgd payments Metropolitan must make to obtain water supply from the State Water Project.

22.  Between 2006 and 2010, the Water Authority purchased more than 2.5 million
acre feet of Metropolitan water, a total accounting for about 25 % of the total Metropolitan water
purchased by the member agencies. During that same period, the Wéter Authority paid
Metropolitan to transport 548,464 acre-feet of water purchased from IID and conserved from the

All American and Coachella canal-lining projects. Overall payments from the Water Authority—
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including payments for transportation of IID and Canal Lining Water—accounted for. about 25%
of Metropol.itan’s total revenue during that period. These numbers make the Water Authority by
far the biggest source of revenue to Metropolitan among the various Metropolitan member
agencies.

23.  Historically, because Metropolitan Water was relatively plentiful and inexpensive,
and local water supply development opportunities were less cost-effective, the Water Authority
did not need to look to third-party sources like IID for water. But as a consequence of a
prolonged and near-catastrophic drought in the late 1980s and early 1990s, during which time
Metropolitan was unable to meet the Water Authority’s supply needs, thé Water Authority’s
Board Qf Directors realized it needed to secure dependable alternative sources of water supply,
thereby reducing its reliance on Metropolitan in the event of futuré water shortages or other
emergencies. In order to obtain alternate sources of water supply, the Water Authority turned to

11D, which was seeking additional ways to comply with orders of the State Water Resources

- Control Board to increase conservation and water-use efficiency. The Water Authority began

negotiations with IID in the mid-1990s to obtain conserved _Colorado River water. This water
would be delivered to the Water Authority via Metropolitan’s Colorado River Aqueduct and
pipelines. These negotiations were ultimately successful, culminating in an agreement in 1998
for the transfer of conserved water between the Water Aufhority and IID.

C. Metropolitan adopts its current, unbundled rate structure.

24, Metropolitan sets annual water rates, which it then charges to its member agencies
on a per-acre-foot volumetric basis. Since 2003, Metropolitan’s rates have been “unbundled,” or
separated, into (1) a “supply rate” (nominally for water itself); and (2) various component rates
that Metropolitan sums up and treats as a “transportation rate” (nominally, though not actually,
related to costs of delivering water).

25.  Metropolitan’s current rate structure, first implemented in January 2003, includes

three Metropolitan-created components—a “System Access Rate,” a “System Power Rate,” and a
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“Water SteWardship Rate”—in Metropolitan’s so-called “transportation rate.” Metropolitan

defines the three components as follows:
a) Metrobolitan’s “System Access Rate” purports to “recover[ ] the cost of providing
conveyance and distribution capacity to meet average annual demancis.” This rate
therefore recovers a large share of Metropolitan’s costs to maintain and operate its
distribution system Wwithin the Southern California region and the Colorado River
Aqueduct. In addition, the System Access Rate includes a large share of the costs
Metropolitan pays DWR to purchase water it obtains from the State Water Project, even
though that project is neither owned nor operated by Metropolitan.‘
b) Metropolitan’s “System Power Rate” purports to “recover| ] the cost of pumping
water to Southern California.” It therefore includes “the melded costs of power for both
the SWP and CRA” (id.) — i.e., both the costs Metropolitan incurs to power its own
Colorado River Aqueduct and distribution facilities within the Southern California region,
as well as another portion of the amount Metropolitan pays DWR for water obtained from
the State Water Project. |
c) Metropolitan’s “Water Stewardship Rate” purports to “recover] ] the costs of
providing financial incentives for existing and future investments in local resources
including conservation and recycled water.” Money collected through this rate is used to
subsidize water conservation and local water supply development by Metropolitan’s ’
member agencies. Metropolitan claims that payment of these subsidies reduces the
amount of water supply it must obtain from other sources or makes transportation capacity
available for use by other member agencies. Unlike the other components of
Metropolitan’s unbundled rate—i.e., supply, system access, and system power, which
(even if calculated improperly) relate to ser\}ices Metropolitan actually provides to its
member agencies—“water stewardship” is a concocted concept that does not describe any
service provided by Metropolitan, other than the redistribution of money from some

Metropolitan member agencies to others. In any case, Metropolitan itself has previously
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acknowledged that “water stéwardship” costs are properly categorized as “supply,” not

“transportation.”

Metropolitan also provides treatment services, for which it charges a treatment surcharge that is
properly paid solely by purchasers of treated water.

26.  For purchases of Metropolitan water, the breakdown of Metropolitan costs into
“supply” versus “transportation” makes no difference, because the purchaser pays all of them,
But for member agencies—namely the Water Authority—that use Metropolitan’s system to '
transport Non-Metropolitan Water purchased from other sources, 'the rate breakdown is critically
important,

27.  Metropolitan’s current “\.Nheeling rate”—what it charges for the transportation of
third-party water (“Non-Metropolitan Water”) on the Metropolitan system—is an aggregate of the
System Access Rate, the Water Stewardship Rate, and the Water Treatment Rate (if that water is
treated), plus a power component. As detailed below, the rate Metropolitan charges the Water
Authority under the Transportation Agreement to transport IID and Canal Lining Water to the
Water Authority’s facilities incorporates components of Metropolitan’s wheeling rate. Neither
the “wheeling rate” nor the rate charged to the Water Authority under the Transportation
Agreement should lawfully include costs associated with supply. But because the Water
Authority is the only Metropolitan member agency that must use Metropolitan facilities to
transport significant quantities of Non-Metropolitan Water, the remaining Metropolitan member
agencies have an incentive to re-characterize these supply costs as “transportation” charges.

28.  Accordingly, the rates Metropolitan imposes for “transportation” force the Water
Authority to bear a disproportionate share of Metropolitan’s supply costs and to subsidize water
supply for, and conservation and local water supply development by, the other Metropolitan
member agencies. The misallocation of Metropolitan’s “supply” costs onto its “transportation”
rate was designed to advantage the other member agencies at the Water Authority’s expense.

29.  On October 10, 2003, Metropolitan and the Water Authority executed the

Transportation Agreement, under which Metropolitan agreed to deliver to the Water Authority a
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volume of water equal to the volume the Water Authority purchased from third parties, including
1ID, and delivered to Metropolitan. Pursuant to section 5.2 of the Transportation Agreement,
Metropolitan promised that the price for transporting this Non-Metropolitan Water to the Water
Authority “shall be equal to the charge or charges set by Metropolitan’s Board of Directors
pursuant to applicable law and regulation and generally applicable to the conveyance of water by
Metropolitan on behalf of its member agencies.” (A copy of the Transportation Agreément is
attached hereto as Exhibit A.) But because Metropolitan miscategorizes as “transportation” costs
certain items that have nothing to do with transportation, Metropolitan’s charges to the Water
Authority far exceed the actual costs Metropolitan incurs in conveying water. As a result,
Metropolitan’s overcharges unlawfully and unfairly extract monéy from the Water Authority and
its rate[;ayers and funnel the proceeds to other Metropolitan member agencies, in the form of
artificially reduced water-supply rates and, in the case of certain member agencies, multi-million
dollar subsidies to pay for water éupply projects that provide no demoﬁstrated benefit to the
Water Authority or the Metropolitan service area as a whole.
D. Metropolitan tries to shield its misconduct from review throughnthe RSI Clause.

30. Despite being a public agency that is statutorily obligated’ to serve the interests of

all ratepayers in its service area, Metropolitan has taken steps intended to permanently shield its

rates from judicial or legislative scrutiny. In a June 18, 2004 memorandum from Metropolitan’s

then-CEO (and former Metropolitan Board member representing the City of Los Angeles) Ronald
Gastelum to Metropolitan member agency managers (“Gastelum memorandum”), Metropolitan
laid out the RSI Clause, which Metropolitan declared it would seek to impose in its subsidy
contracts with member agencies. (A copy of this memorandum is attached as Exhibit B.) The
RSI Clause provides in relevant part that if any member, such as the Water Authority, “file[s] or
participate[s] in litigation or support[s] legislation to challenge or modify” Metropolitan’s
existing rates, “including changes in overall rates and charges that are consistent with the current
cost-of-service methodology, Metropolitan may initiate termination of this agreement ....” In

other words, the RSI Clause purports to give Metropolitan unilateral authority to terminate any
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water conservation or local water supply development project contract with any member agency
who initiates litigation or supports legislation related to Metropolitan’s rates.

31. The Gastelum memorandum candidly described the provision as being designed to
coerce member agencies to.“refrain from attacking Metropolitan’s rate structure in court or in the
legislature as a grant condition.” Indeed, the Gastelum memorandum directly admits that
Motropolitan drafted the RSI Clause specifically in response to the Water Authority’s reservation
of its rights in the Transportatioh Agreement to challenge Metropolitan’s rates. |

32. On or about July 22, 2004, the Water Authority adopted a policy of opposing any
Metropolitan proposals that would conditiort receipt of Metropolitan services or money on a
waiver of constitutional rights or otherwise impair the ability of member agencies to seek
resolution of issues in all appropriate forums. Over the Water Authority’s objections, on.
December 14, 2004, Metropolitan’s Board of Directors approved the RSI Clause, and directed
that it be incorporated in subsidy agreements as of April 15, 2005. (A copy of the RSI language
approved by the Board is attached hereto as Exhibit C.)

33. Ini‘tially, the Water Authority refused to enter into subsidy agreements containing
an RSI Clause. As a result, for more than two years, the Water Authority and its 24 member
agencies did not obtain any subsidies for conservation or local water supply proj ects even though
they had no choice but to pay, and did pay, tens of millions of dollars to Metropolitan through the
Water Stewardship Rate thett was used to fund such subsidies for other Metropolitan member
agencies. Indeed, because the Water Authority is Metropolitan’s largest single customer, it paid a
greater percentage of the cost of Metropolitan’s subsidies than any other member agency.

34,  In 2007 the Water Authority’s Board of Directors authorized its General Manager
to execute agreements containing an RSI Clause while reserving its position that “the RSI
provision is poor public policy and legally unenforceable.” Subjéct to this reservation of rights,
the Water Authority then entered into four executory two-party subsidy agreements with |
Metropolitan (“Project Contracts™). In addition, ‘Metropolitan, the Water Authority and the

Ramona Municipal Water District (“Ramona”), one of the Water Authority’s member agencies,
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entered into a three-party agreement under which Metropolitan would subsidize the San Vicente
Water Recycling Project (“Rafnona Agreement”). Each of these agreements contained an RSI

Clause.

E. A majority group of Metropolitan member agencies forms a shadow government to
enforce a rate allocation that unlawfully discriminates against the Water Authority
and its ratepayers. :

35.  Unbeknownst to the Water Authority, in or about October 2009, a group of
Metropolitan member agencies, whose Board members control a majority of the voting power on
the Metropolitan Board, organized a secret group comprised of the general managers or
representatives of those member agencies. Membership in this secret grohp was on an “invitation |
only” basis: the Water Authority was not invited to participate and was not informed of the
group’s existence. From at least October 2009 to the present, this “Working Group”—which has
been referred to by its own participants as the “Secret Society” and the “Anti-San Diego
Coalition”—has functioned as a shadow government, working to direct and control Metropolitan
Board votes on water rates, and other key decisions, for the financial benefit of the majority
member agencies and to the detriment of the Water Authority. |

36.  This shadow government meets in secret, without any notice to non-members or
the public, sometimes at Metropolitan’s headquarters. Without disclosing the existence or extent
of its association, this Secret Society has issued a series of written “recommendations” to

Metropolitan and others in letters signed by as many as 23 of Metropolitan’s 26 member

~ agencies. The Board dutifully follows the recommendations of this shadow government, often

with only perfunctory Board consideration of the issues.
37.  From its inception, this shadow government has been focused on ensuring that

Metropolitan’s rate structure punished the Water Authority for purchasing water from IID rather

than continuing to rely solely on purchasing water from Metropolitan to meet its ratepayers’

needs. The agendas, notes and meeting summaries for the early sessions of this Secret Society
reflect its participants’ intent to make sure that the calendar year 2011-12 water rates imposed an

unfair burden on the Water Authority.
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38.  The Secret Society’s actions to rig Metropolitan’s rate structure—for their own
benefit and to the Water Authority’s detriment—are not informal efforts. They are the product of
a well-organized, well-funded effort. The member agency “working group” has retained multiple
sets of consultants, including former Metropolitan General Manager Ronald Gastelum and former
Metropolitan Assistant General Manager Edward Means, at a cost of more than $15,000 per
month. At the close of their monthly secret meetings, the member agency representatives assign
each other detailed action items to ensure that their desired results are implemented, such as
reporting back on how their agencies’ appointed Board members intend to vote or drafting anti-
San Diego policy propqsals that Metropolitan staff members will pass off and introduce as their
own. Most importantly, with the help of their paid consultants and lobbyists, the Secret Society
has conveyed to Metropolitan Board members (formally and informally, in writing and orally)
that Metropolitan’s current, misallocated water rates should be upheld not because they are
consistent with cost-of-service principles (which they are not) but because the illegitimate rates
provide the majority member agencies with a $25 million annual windfall.

39.  In addition to operating in secret and hiding its existence, this shadow government
has engaged in highly suspect public agency activities. For example, it has secretly polled and
met with Metropolitan Board members in a manner designed to circumvent the Brown Act, in
order to ensure Metropolitan board vofes following its direction. And, égain hidden from public
view, this shadow government commissioned a $50,000 study from the Los Angeles County
Economic Development Corporation with the express aim of discfediting the Water Authority’s.
purchase of water from IID and the Water Authority’s requests for a rate structure that fairly and
reasonably reflects Metropolitan’s (‘:osts of service.

40. At every step, this shadow government has both aided and been aided by
Metropolitan. Metropolitan provided space for Secret Society meetings at Metropolitan’s
headquarters. Metropolitan staff have regularly attended Secret Society meetings and provided
the participants with exclusive briefings on matters then pending before the Metropolitan Board.

Metropolitan has coordinated with the secret group to conduct anti-San Diego lobbying and
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outreach campaigns for Metropolitan Board members and state legislators. And Metropolitan’s

General Manager Jeffrey Kightlinger has personally met with both the entire shadow government,
and a select group of its ringleaders, to coordinate strategy and offer Metropolitan’s continuing
assistance to the efforts and objectives of the Secref Society. Given that the Water Authority was
the principal target of the shadow government, it is little wonder that Metropolitan’s 201 1-12
rates, and numerous other decisions by the Metropolitan Board, have consistently disfavored a

single agency, the Water Authority.

F. Metropolitan sets unlawful rates for 2011 and 2012.
41. On January 6, 2010, Metropolitan’s Board set a March 8, 2010 public hearing of

its Business & Finance Committee on Metropolitan’s proposed rates and charges to become
effective January 1, 2011, continuing through 20112‘. On March 8, 2010, Metropolitan’s Business
and Finance Committee held that public hearing, at which the Water Authority provided wri%ten
and oral testimony. On or about April 12, 2010, counsel for the Water Authority submitted é

letter to Metropolitan’s Board reiterating that the rates and charges challenged here violate the

»Sta'te Constitution, state statutes, the common law, and Metropolitan’s own Administrative Code

and Board policy directives. (A copy of this letter is attached as Exhibit D.) Nevertheless, on
April 13, 2010, without any discussion of the points raised by the Water Authority and its
consultants, Metropolitan’s Board adopted the proposed water rates and charges, without
remedying the problems identified by the Water Authority and its experts. (A copy of the April
13, 2010 Board Action approving these rates is attached as Exhibit E.)

42.  Metropolitan’s 2011 and 2012 rates, formalized on or around April 13, 2010,
classify costs as “transportation” that, under Qarious state statutes and the Transportation
Agreement, should be categorized as supply. Similarly, Metropolitan includes in its
“transportation” charges its Water Stewardship Rate, which in reélity is another supply-related
cost. The Water Stewardship Rafe recovers costs to subsidize local projects to develop water
supplies, such as desalination projects, groundwater recovery and reclaimed water facilities, as

well as costs to encourage conservation. All of these projects pertain to increasing the member
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agencies’ “supply” of water or decreasing their usage of water; none pertains to transportation. In
/

addition to violating California law and common sense, by misclassifying most of its payments to

'DWR for additional water supply as costs to operate its own transportation infrastructure,

Metropolitan overstates the cost of transporting water, understates the cost of imported water, and
illegally and unfairly imposes charges on the Water Authority significantly exceeding the cost of
services Metropolitan actually provides.

43,  These arbitrary, capricious and illegal cost allocations materially affect only one of
Metropolitan’s member agencies—the Water Authority, because it is the only agency that
transports a large volume of Non-Metropolitan Water through the Metropolitan facilities. These
misclassified rates apply to all third-party water that the Water Authority purchases from outside
San Diego County, because all suéh water must be transported to the Water Authority through -
Metropolitan’s system. In other words, these rates apply to (1) the tr_ansfer of IID and Canal
Lining Water by Metropolitan under the Transportation Agreement; and (2) any wheeling of
water from other third-party sources in which the Water Authority may wish to engage. Asa
direct result of Metropolitan’s unlawful and discriminatory water rates, the Water Authority
estimates it will bé overcharged by at least $30 million per year if the 2011 and 2012 rates and
charges challenged in this action remain in effect. This annual overcharge will grow larger each
year so long as Metropolitan’s rates continue to be based on such unlawful cost allocations,

44. Pursuanf to the dispute resolution provisions of Section 11.1 of the Transportation
Agreement, the Water Authority invited Metropolitan to.negotiate toward resolution of this rate
dispute. Metropolitan agreed to such negotiations. However, the Water Authority had no choice
but to initiate this litigation before such discussions could commence to co*mply with the
potentially applicable statute of limitations contained in Code of Civil Procedure Sections 860
and 863. In any event, the Water Authority’s negotiations with Metropolitan were unsuccessful.

Metropolitan refused to bring its rates into compliance with applicable law.
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G. At the behest of the Secret Society, Metropolitan invokes the RSI Clause to punish
the Water Authority and its ratepayers for challenging Metropolitan’s illegal
conduct. ' :

45. Shortly after the Water'Authority filed this lawsuit, exercising its constitutional
right to petition for redress of grievances against Metropolité.n, and at the behest of the self-
interested member agencies that comprise the shadow government, Metropolitan invoked the RSI
Clause to penalize the Water Authority and its ratepayers. On August 25, 2010, Metropolitan
General Manager Jeffrey Kightlinger sent a letter to Water Authority General Manager Maureen
Stapleton, invoking the RSI Clause and giving notice of Metropolitan’s intent to terminate the
four Project Contracts that contain the RSI Cléuse. In addition, the letter notified the Water
Authority that Metropolitan’s Board had directed Metropolitan staff to defer the execgtion of
fhree additional subsidy agreements for which the Water Authority previously had qualified. (A
copy of this letter is attached as Exhibit F.)

46. On the same day, Metropolitan General Manager Kightlinger sent a letter to
Ramona’s General Manager, invoking the RSI Clause and giving Rarﬁona notice of
Metropolitan’s intent to terminate funding for the San Vicente Water Recycling Project because
of the Water Authority’s filing of the Rate Case. The letter also stated that Metropolitan would
not terminate this funding if Ramona “transmits written documentation to Metropolitan within 30
days of the date of this letter demonstrating that [it] has not participated directly or indirectly in
the filing or prosecution of any litig'cition ... to challenge or modify Metropolitan’s existing rate
structure, and indicates sﬁpport for Metropolitan’s existing rate structure.” (A copy of this letter is
attached as Exhibit G.)

47.  Inresponse to these letters, the Water Authority elected to mediate the disputes
under the Project Contracts. The parties held two mediation sessions, on March 9 and June 6,
2011, but did not resolve their disputes. \

48.  OnJune 14,2011, Metropolitan’s Board of Directors voted to terminate the
Project Contracts with the Water Authority and the Ramona Agreement, exempting only those

portions of two agreements that directly provide conservation rebates to consumers or businesses.
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Metropolitan’s Board also rejected the Water Authority’s request that Metropolitan place the
funds withhel(i as a result of termination of these Project Contracts into an interest-bearing
account that would be maintained until final disposition of the Rate Case.

49. By letter dated June 23, 2011, Metropolitan’s General Manager notified the Watér
Authority of Metropolitan’s final action fegarding the ternﬁnation of the Project Contracts, and
the Ramona Agreemént. (A copy of that letter is attached as Exhibit H.) Ramona has assigned to
the Water Authority its right to sue for relief arising out of Metropolitan’s termination of the
Ramona Agreement.

50.  Metropolitan’s unlawful termination of the Project Contracts and the Ramona
Agreement has stripped money away from ongoing water conservation programs and local water
supply development p.foj ects designed to provide important benefits to San Diego County.
Moreover, by blackballing the Water Authority from continued participation in subsidy pro grams,
Metropolitan is further redistributing the region’s water ratepayer dollars away from San Diego
County to other parts of Southern California—all as conceived and implemented by the
ringleaders of a self-interested shadow government. Although San Diego’s ratepayer dollars
continue to fund the substantial conservation and local water supply projects approved by
Metropolitan, San Diego is excluded from receiving any benefit from its payments. -Further, as
Metropolitan pays its other member agencies to conserve more water and develop alternative
local water, those member agencies will purchase less Metropolitan water. In turn, that result will
force Metropolitan to increase its rates for purchases of its water in order to recover its costs.
Because the Water Authority is the largest purchaser of Metropolitan water, it will suffer
disproportionate hérm from any rate increase.

H. Metropolitan’s 2011-12 rates unlawfully discriminate against the Water Authority.

51.  Metropolitan’s calendar year 2011 and 2012 water rates not only violate the
California constitution and numerous California statutes; they also violate the common law

principle that a public agency may not set rates that unlawfully discriminate against a single
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customer or group of customers. That Metropolitan sets rates that unduly burden and unlawfully
discriminate against the residents of San Diego is evidenced by the following;:

52.  First and foremost, Metropolitan and its Board—under the domination and control
of a shadow government led by large, self-interested Metropolitan member agencies—have
enacted rates that load Metropolitan’s costs of obtaining the DWR water supply, as well as
Metropolitan’s water stewardship costs, onto the rate Metropolitan charges for transportation,
rather than incorporating thqse costs into the water supply rate. As described throughout this
Complaint, the Water Authority is uniquely situated among Metropolitan’s member agencies,/and
uniquely vulnerable to abusive conducf by Metropolitan and its Board, due to the fact that the
Water Authority is the only Metropolitan member agency that is a high-volume, steady purchasér
of Metropolitan water, but also must utilize Metropolitan’s system to transport signiﬁcant

quantities of Non-Metropolitan Water. Metropolitan, and the self-interested member agencies

that control the Metropolitan Board, have knowingly taken improper advantage of the Water

Authority’s position to load costs onto the Water Authority that ought to be borne p;oportionally |
by their agencies and ratepayers. The misclassification results in overcharges to the Water
Authority of more than $25 million, which the Secret Society’s documents suggest will grow over
time and amount to nearly $3 billion over the remaining term of the Water Authority-HD
Agreement.

53. S¢cond, after implementing the above-described rates; which violate California
law and were designed to discriminate against the Water Authority, Metropolitan and its Board,
under the domination and control of this shadow government, then sought to insulate their
conduct from legal or political challenge by imposing and enforcing the RSI Clauses against the
Water Authority. Because only the Water Authority is disadvantaged by these current unlawful
rates, only the Water Authority, among the Metropolitan member agencies, is affected by the RSI
Clauses as a practical matter. Metrbpolitan’s invocation of these RSI clauses works to the
detriment of the Water Authority and its ratepayers, by preventing them from receiving any

benefit from their own duly-contributed share of the Metropolitan funds used to pay for the local
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water-supply subsidies (while enriching the large member agencies that organized the Secret
Society).

54,  Third, Metropolitan has improperly allowed the shadow government to exert
undue inﬂuence and control over the decisionmaking of Metropolitan’s Board. Upon information
and belief, and based on information from public records recently obtained by the Water
Authority, a majority voting bloc of more than fifteen Metropolitan member agencies—with
LADWP, MWDOC, Western and West Basin as its ringleaders—have created a shadow
government, working in secret to direct and control Metropolitan board votes on watef rates and
other key decisions, This shadow government acts for the benefit of the majority member
agencies and to the detriment of the Water Authority. The sub rosa existence and actions of this
shadow government have resulted in Metropolitan gbvernance that is procedurally unfair, and has
resulted in biased, unfair and unreasonable water rates that unlawfully discriminate against the
Water Authority and the residents of San Diego. |

55.  Metropolitan’s pattern and practice of working hand-in-glove with this shadow
government and allowing it improperly to influence and control Metropolitan votes, is evident not
only from the 2011-12 water rates, but also from other policy decisions by Metropolitan and its
Board that likewise harm or disadvantage the Water Authority. Specifically, Metropolitan and its
Board, at the urging of the shadow government, have (1) approved rate structures that fail to
account for the costs of dry-year peaking on the Metropolitan system; and (2) entered into multi-
million dollar conservation and local water supply development subsidy contracts that principally
benefit the ringleaders of the shadow government.

56.  With respect to dry-year peaking, Metropolitan and its Board, under the influence

and control of this shadow government, have refused to account in Metropolitan’s rates for the

costs of keeping supplies in reserve for a single agency that significantly increases its water

purchases during dry years. The chief beneficiary of this practice is the City of Los Angeles,
because LADWP’s water supply purchases from Metropolitan vary widely from year to year

depending on the water supply conditions in the Owens Valley, which serves LADWP’s own Los
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Angeles Aqueduct. When its own water supplies are short during dry years, LADWP can pick up
the telephone and buy more. water from Metropolitan—a supply of water Metropolitan holds on
call for LADWP at no cost to LADWP. From 1996 to 2010, this practice has delivered an
estimated annual financial benefit to LADWP, and corresponding annual detriment to the other
Metropolitan member agencies, of as much as $35 million to $40 million. As Metropolitan’s
largest steady purchaser of water, the Water Authority bears the largest share of Metropolitan’s
subsidization of LADWP’s dry-year water supply.

57.  With respect to subsidy contracts, Metropolitan and its Board, under the influence -

and control of the shadow government, have disbursed subsidy contracts in an unequal manner

| that provides multi-millions of dollars in local benefits, primarily to the ringleadérs of the Secret

Society, but fails to provide any regional benefit throughout Metropolitan’s service area. The
agencies that do not receive these subsidy contracts, or do not receive their roughly proportional
share of such contracts, are thus forced to pay for projects that benefit only other Metropolitan
member agencies. To take one example, Western Municipal Water District has reported to its
board that, between the time of Metropolitan’s adoption of its unbundled rates in 2003 through
2010, it paid Metropolitan approximately $14.8 million in Water Stewardship Rate fees, while
receiving $38.1 million for “water stewardship” projects in return—a net benefit of more than $23
million. Other large Metropolitan member agencies, including MWDOC and the West Basin
Municipal Water District, have reaped similarly large benefits from Metropolitan’s “water |
stewardship” projects. By contrast, the Water Authority has been blackballed from this subsidy
program because of the Water Authority’s exercise of its constitutional right to challenge
Metropolitan’s unlawful rates. In short, Metropolitan is systematically draining money from the
San Diego region and redistributing it to 0’Lher Southern California counties.

58.  Accordingly, while the Water Authority pays millions of dollars to fund these
programs and gets nothing in return, a subset of member agencies pays in far less and gets a
windfall. This conduct harms not only the Water Authority specifically, but also the overall

Metropolitan constituency, which must pay higher rates because the subsidized conservation and
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local water-supply projects administered by Metropolitan do not provide any regional benefit to
Metropolitan’s service area. Indeed, Métropolitan’s current practices actually reduce purchases
of Metropolitan Water by member agencies, thereby forcing Metropolitén to raise its rates for
Metropolitan Water.

59.  Because the Wéter Authority has been excluded from the secret meetings of this
shadow government, its efforts to reverse these policies through advocacy in the Metropolitan
board room have been unsuccessful. The Water Authofity has regularly objected—in Board
meetings, in staff meetings and in other contexts—to Metropolitan’s water rates, to the imposition
of the RSI clause iqcorporated into Metropolitan project contracts, to Metropolitan’s failure to
account for the costs of dry-year peaking, and to Metropolitan’s granting of conservation and
local water-supply development subsidies to member agencies despite the lack of any
demonstrated regional benefit, all to no avail.

" Taken together, Metropolitan’s actions represent a pattern and praétice of discrimination
against the Water Authority and its constituents, and a naked redistribution of money to the
ringleaders of the self-described Anti-San Diego Coalition, both of which the Water Authority is
powerless to halt except through litigation. |
I. Metropolitan under-calculates the Water Authority’s preferential rights to water.

60.  The arbitrary, capricious, and self-serving nature of Métropolitan’s definitions of
“supply,” on the one hand, and “transportation,” on the other, is further proven by Metropolitan’s
miscalculation of the Water Authority’s preferential rights. As discussed above, under section
135 of the MWD Act, the Legisiature determined that the preferential rights of Metropolitan
member agencies shall be calculated according to their shares of payments for Metropolitan’s

capital costs and operating expenses, “excepting purchase of water.” Metropolitan is responsible

for accurately calculating preferential rights.

61.  Metropolitan has failed to calculate its member agencies’ preferential rights in
accordance with section 135 of the MWD Act, instead arbitrarily and irrationally misapplying the

statutory formula to disadvantage the Water Authority. Metropolitan excludes the considerable
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sums the Water Authority pays Metropolitan under the Tra{nsportation Agreement for transporting
1ID and Canal Lining water when calculating the Water Authority’s preferential rights, taking the.
position thét these payments are for “purchases of water”—i.e., supply.

62.  This directly contradicts Metropolitan’s rate-setting practices. In the context of
rate setting, when Metropolitan delivers IID and Canal Lining Water to the Water Authority, it
charges the Water Authority not for supply but for transportation (although it inflates its
purported “transportation” charges by including amounts in those charges that are actually related
to supply). But when it comes to calculating preferential rights based on the exact same charges,
Metropolitan says that those same payments are for supply.

63. Metropolitan’s preferential-rights calculation practice also contradicts the terms of
its Transportation Agreement with the Water Authority. That Agreement provides that, when
Metropolitan transports Non-Metropolitan Water, such as IID water, to the Water Authority
thrbugh the Metropolitan system, it is engaging in water transpbrtatioﬁ, not water supply. Section
4.1 of the Transportation Agreement provides that non-Metropolitan Water “shall be
characterized for the purposes of all of Metropolitan’s ordinances, plans, programs, rules and
regulations ... in the same manner as the Local Water of other Metropolitan member agencies”—
in other words, as Non-Metropolitan Water.

64.  Metropolitan’s systematic under-calcﬁlation of the Water Authority’s preferential
rights erodes the reliability of water supply for the Water Authority and its ratepayers, denying
them the benefit of payments they have actually made to Metropolitan that should entitle therh to
increased preferential rights under the statutory formula of section 135 of the MWD Act. In the
event any member agency, including the Water Authority, asserts its preferential rights to water,
the Water Authority would be unable to obtain the share of water it is lawfully entitled to receive.
By contrast, every other Metropolitan member agency has seen its share of preferential rights
increase as a result of Metropolitan’s misclassification, and stands to benefit at the expense of the

Water Authority and San Diego ratepayers in the event preferential rights are asserted.
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65.  During 2010, Metropolitan calculated the Water Authority’s preferential rights at
about 17.47% of the water available from Metropolitan. The Water Authority estimates that it
has paid $155,999,600 fo Metropolitan under the Transportation Agreement. through December
31, 2010." Given these payments, Metropolitan ought to have calculated the Water Authority’s
2010 preferential rights to be approximately 19.37% of the water available from Metropolitan.
This‘ 1.9% increase in the Water Authority’s preferential rights over what Metropolitan has
calculated would mean the Water Authority would be eligible to receive a volume of water 11% »
greater than what it would currently receive in the event preferential rights are asserted.

66.  Inearly 2011, the Water Authority became aware that Metropolitan was excluding
its payments fer the transportation of IID Water and Canal Lining Water from the calculation of
the Water Authority’s preferential rights. On or about April 6, 2011, couneel for the Water
Authority wrote to Metropolitan, noting the miscalculation and requesting' that Metropolitan
calculate the preferential rights amounts in a manner consisteﬁt with the statutory command of
section 135. (A copy of that letter is attached as Exhibit 1) On April 26, 2011, Metropolitan’s
Interim General Counsel refused to include the amounts paid under the Transportation Agreement
in Metropolitan’s preferential rights calculations, attefnpting to mask the transportation rates as “a
discounted volumetric rate” for the sale of water by Metropolitan, despite the Transportation
Agreement providing the contrary and despite Metropolitan’s position in this litigation that those
charges are for transportation, not for water supply. (A copy of that letter is attached as Exhibit
1) On May 4, 2011, the Water Authori{y’s General Counsel responded to the April 26 letter. (A
copy of that letter, without its attachment, is attached as Exhibit K.)

67.  Despite the Water Authority’s demands and its obligations under its own enabling
act and the Transportation Agreement, Metropolitan refuses to properly classify the Water
Authority’s péyments for transportation of Non-Metropolitan Water in determining the Water
Authority’s preferential rights. Absent a clear judicial declaratioﬁ of Metropolitan’s obligations,

the Water Authority is informed and believes that Metropolitan will continue to refuse to do so.
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FIRST CAUSE OF ACTION

FOR WRIT OF MANDATE RE: ALLOCATION OF SUPPLY AND
TRANSPORTATION COSTS

(Against Respondent Metropolitan)

68.  Petitioner re-alleges paragraphs 1 through 67 as though set forth fully herein.
69.  Metropolitan is under a clear and present duty, pursuant to Articles XIIT A, Section

4 (adopted by Proposition 13 in 1978) and XIII C, Section 1 (adopted by Proposition 26 in 2010)

of the California Constitution, and Government Code Section 50076, to set rates and charges no

greater thén the “reasonable cost of providing the service ... for which the fee is charged.” (Gov.
Code § 50076.) Under that duty, Metropolitan’s rates and charges must reasonabiy and fairiy
allocate its costs among the services Metropolitan provides. Unless “the charge [is] imposed for a
specific government service or product provided directly to the payor that is not provided to those
not charged, and which does not exceed the reasonable costs to the local government of providing
the service or product,” Cal. Const., art. XIII C, § 1, subdivision (e)(2), the rates and charges
imposed for these services constitute special taxes, for which Propositions 13 and 26 require two-
thirds voter approval. Metropolitan did not obtain voter approival of the rates and charges |
challenged here. Metropoliian “bears the burden of proving by a preponderance of the evidence”
that its rates “are no more than necessary to cover the reasonable costs of the government activity,
and that the manner in which those costs are allocated to a payor bears a fair or reasonable-
relationship to the payor’s burdens on, or benefits received from, the governmental activity.” Cal.
Const., art. XIII C, § 1(e).

70. | Additionally, Metropolitan is under a clear and present duty under the MWD Act
to set rates and charges that “shall be uniform for like classes of service throughout the district.”
([Stats. 1969, ch, 209 as amended; West’s California Water Code—Append. §§ 109-134 (2010)}].)
Under this duty, Metropolitan’s rates and charges must also apportion costs equitably ainqng its

customers.
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71.  Metropolitan is further under a clear and present duty, pursuant to Govérnment
Code Section 54999.7(a), to set rates and charges that do “not exceed the reasonable costs of
providing the public utility service.”

72. Metropolitan also is under a clear and present duty, imposed by the Wheeling
Statutes (Water Code § 1810 et seq.) to charge only “fair compensation” for the conveyance, or
“wheeling,” of water through Metropolitan’s facilities. In addition to the Transportation

Agreement, which requires that Metropolitan transport IID Water and Canal Lining Water at rates

“equal to Metropolitan’s rates set “pursuant to applicable law and regulation and generally

applicable fo the conveyance of water by Metropolitan,” the Water Authority has contracted in
the past, and intends to contract with Metropolitan in the future, for “wheeling” of water from -
third-party sources not covered by the Transportation Agreement.

73. Finally, Metropolitan also has a clear and present duty under California common
law to set rates and charges that are fair, reasonable, and proportionate to the cost of service.
Metropolitan also has a common law duty to make decisions and set rates that do not discriminate
against a particular group of its constituents.

74.  Metropolitan has failed to perform these duties. Certain rates adopted by
Metropolitan on or about vApril 13, 2010, including the System Access Raté, System Power Rate,
and Water Stewardship Rate, comprise the “wheeling rate” applicable to the conveyance of Non-
Metropolitan Water through Metropolitan’s system and the rate that the Water Authority is

charged under the Transportation Agreement. As described above, those rates include costs that

“bear no relationship to the costs of conveyance through Metropolitan’s system.

75.  First, the adopted rates and charges allocate most of Metropolitan’s cost of
obtaining a water supply from the State Water Project to the System Access Rate and System
Power Rate, which the Water Authority is required to pay as part of its “transportation” cost for
the delivery of Non-Metropolitan Water.

76. Second, Metropolitan charges the Water Stewardship Rate as part of its

“transportation” cost for the delivery of non-Metropolitan Water, even though the Water
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Stewardship Rate has no relationship to the costs of conveying water. The prpceeds from the
Water Stewardship Rate are used to fund local water supply development and water conservation
efforts by Metropolitan’s member agencies. Even assuming that Metropolitan has a legitimate
basis to impose “water stewardship” charges, because the money from this rate is used to increase
the supply of water available to the Metropolitan member agencies who receive the subsidies, it
can be characterized only as a cost of supply, not transportation.

77.  Treating these supply costs as part of Metropolitan’s “transportation” rate charged
for the conveyance of Non-Metropolitan Water unlawfully overcharges the Water Authority for
water transportation, while artificially undercharging all member agencies for the cost of water.
Metropolitan’s misallocation of these costs violates the duties described above to set rates and
charges that are fair, reasonable, and proportionate to the cost of service to each customer.

78.  The Water Authority eétimates that if Métropolitan’s misallocation of its State
Water Project costs, and the Water Stewardship rate costs, remains unchanged, the Water
Authority will be overcharged by at least $30 million annually. This annual overcharge will
increase each year until a court orders Metfopolitan to comply with its duties outlined above.

79.  The Water Authority has no plain, speedy, and adequate remedy at law, other than
the relief sought in this Complaint. -The Water Authority is beneficially interested in the issuance
of a Writ of Mandate to obtain judicial review of Metropolitan’s illegal overcharges.

80.  Accordingly, the Water Authority is entitled to issuance of a Peremptory Wrif of

Mandate as specified more fully below.

SECOND CAUSE OF ACTION

DECLARATORY RELIEF RE: ALLOCATION OF SUPPLY
AND TRANSPORTATION COSTS

(Against Respondent Metropolitan)

81.  Petitioner re-alleges paragfaphs 1 through 80 as though set forth fully herein.
82.  An actual and present controversy now exists between the Water Authority, on the

one hand, and Metropolitan, on the other. Petitioner contends that the rates and charges
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Metropolitan adopted over its objections on April 13, 2010 violate state constitutional, statutory,
and common law, as well aé Metropolitan’s own Administrative Code, as set forth in the First
Cause of Action. That is because the rates allocate most of Metropolitan’s costs for a water
supply from the State Water Project to the System Access Rate and the System Power Rate, and
Metropolitan’s costs associated with local conservation and water supply development to the
Water Stewardship Rate, both of which are then charged to the Water Authority and its
constituents as part of the rate for “transportation” of Non-Metropolitan Water. As a result, the
challénged rates and charges oVercharge San Diego residents for water transportation,
undercharge Metropolitan’s other member agencies for water supply, and do not comply with
Metropolitan’s duty to impose rates and charges that are fair, reasonable, and proportionate to the
cost of service to each customer.

83.\ Moreover, Metropolitan’s actions violate the common law principle that an agency

may not set unduly discriminatory rates by classifying its constituents on an unreasonable basis.

'Metropolitan engages in a pattern and practice of discriminatory and unreasonable rate-setting

that violates the well-established common law prohibition against such discrimination.
Metropolitan has deliberately singled out and targeted the residents of San Diego by imposing
upon them unreasonably high water costs.

84.  Respondent Metropolitan disagrees with these allegations and asserts that the rates
and charges challenged here are lawful in all réspects. Metropolitan further contends that the
existence and activities of the Anti-San Diego Coalition—and its own actions in working with
this shadow government—constitute reasonable and acceptable public agency practices.

85.  Inthe absence of declaratory relief, Metropolitan will continue to impose
discriminatory rates and charges that are not fair, reasonable, and proportionate to the cost of
serving its customers, including the Water Authority. The Water Authority estimates that if
Metropolitan’s 2011-2012 rates remain unchanged, the misallocation of Metropolitan’s State
Water Project costs and conservation and local supply development costs to the “transportation”

rate will result in the Water Authority being overcharged by at least $30 million annually. This
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overcharge will continue to increase as the amount of Non-Metropolitan Water transported

thr;)ugh Metropolitan facilities increases and as Metropolitan continues to execute subsidy
coﬁtracts.

86. In the absence of declaratory relief, Metropolitan also will continue to participate
in and encourage the sub rosa activities of the shadow government running Metropolitan, which
meets in secret to dictate Metropolitan decisions and coordiﬁates with Metropolitan to ensure the
enactment of discriminatory rates and other board policies that discriminate against the Water
Authority.

87.  The Water Authority desires and is entitled to a judicial declaration that, because
of Metropolitan’s misallocation of its State Water Project costs and their discrirﬁinatory effect on
the Water Authority, Metropolitan’s rates and charges are contrary to law and violate
constitutional, statutory and common law as well as Metropolitan’s own Administrative Code and
Board policy d‘irectives. The Water Authorify further desires a judicial declaration that
Metropolitan must end its practice of delegating its policymaking authofity to and coordinating in
secret with a shadow government, including for the purpose of discriminéting against the Water
Authority and San Diego County ratepayers, and must conduct the business of Metropolitan in
public view.

88. Such declaratbry relief is necessary and appropriate now, because the Water
Authority anticipates that Metropolitan will continue to impose rates and charges which violate
constitutional, statutory and common law, as well as Metropolitan’s own Administrative Code;
and that Metropolitan will continue its pattern and practice of coordinating with, and relying
improperly upon, a secret government dedicated to working outside of the public View and to
discriminating against the Water Authority. A declaration is therefore necessary to protect the
Water Authority from these unlawful rates, charges, and practices. |

89.  Therefore, the Water Authority prays for declaratory relief as sp¢ciﬁed more fully

below.
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THIRD CAUSE OF ACTION

DETERMINATION OF INVALIDITY OF RATES ADOPTED BY METROPOLITAN ON
OR ABOUT APRIL 13,2010

(CCP § 860 et seq.; Gov’t Code § 53511; Gov’t Code § 66022)

(Against Respondent Metropolitan)

90, Pétitioner re-alleges paragraphs 1 through 89 as though set forth fully herein.

91. ‘Petitioner is informed and believes, and on that basis'alleges, that the rates and -
charges Metropolitan adopted on or about April 13, 2010 may include capacity charges as defined
in Government Code Section 66013. Government Code Section 66022 authorizes an action
pursuant to Code of Civil Procedure Sections 860 et seq. to challenge a public agency’s adoption
of rates that include capacity charges as defined in Government Code Section 66013.

92.  Petitioner also is informed and believes, and on that basis alleges, that
Metropolitan has pledged the rates adopted on or about April 13, 2010 to the payment or security
of its general obligation bonds, as it is permitte.d to under Government Code Section 53502.
Government Code Section 53511, in turn, authorizes the filing of a validation action or reverse-
validation action “to determine the f/alidity of its bonds, warrants, contracts, obligations or
evidences of indebtedness.”

93.  Assuming that Metropolitan’s rates are validable pursuant to one or the other, if
not both, of these provisions, the Water Authority seeks a determination pursuant to Code of Civil
Procedure sections 860 and 863 that the rates and charges described below are invalid.

94,  Code of Civil Procedure Section 863 provides that “any interested person may

bring an action ... to determine the validity of the matter” in situations where a public agency

" could bring a validation action. The Water Authority qualifies as an “interested per‘son” within

the meaning of Section 863 because the Water Authority pays Metropolitan’s inflated and
improperly allocated rates for the services at issue.

95.  Therates and chargés Metropolitan adopted on or about Ap;il 13,2010 are invalid
under Articles XIIT A, Section 4 (adopted by Proposition 13) and XIII C, Section 1 (adopted by
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Proposition 26) of the California Constitution, and Government Code Section 50076, because
these rates and charges ‘are not limited to the “reasonable cost of providing the service ... for
which the fee is charged.” (Gov. Code § 50076). Likewise, these rates and charges are ﬁnlawful
because they are not “imposed for a specific government service or product provided directly to
the payor that is not provided to those not charged” and they “exceed the reasonable costs to the
local government of providing the service or product,” Cal. Const., art. XIII C, § 1, subdivision
(e)(2). Metropolitan “bears the burden of proving by a prepohderance of the evidence” that its
rates “are no more than necessary to cover the reasonable costs of the government activity, and
that the manner in which those costs are allocated to a payor bears a fair or reasonable
relationship to the payor’s burdens on, or benefits received from, the governmental activity.” Cal.
Const., art. XIII C, § 1(e). The water rates and charges challenged here violate these provisions
for two independent reasons, either one of which alone is sufficient to render the rates invalid:

a The challenged rates and charges, including any capacity charges, recover
the bulk of Metropolitan’s costs of watet from the State Water Project through the System
Access Rate and the System Power Rate, rather than Metropolitan’s Supply Rate. As a
result, the challenged rates and charges overcharge for water transportation and
undercharge for water supply. Thus, these rates and charges do not allocate to each
customer the actual, reasonable and proportionate cost of serving that customer and
instead are unreasonable, arbitrary, capricious, and discriminatory.

b. The challenged rates and charges, including any capacity charges, include
thé,Water Stewéxrdship Rate in the rates and charges Metropolitan imposes for water
transportation. As a result, the challenged rates and charges O;Iercharge for water
transportation and undercharge for water supply. For this reason, too, these rates and
charges fail to allocate to each customer the actual, reasonable and proportionate cost of
serving that customer and instead are unreasonable, arbitrary, capricious, and

discriminatory.
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96. - For the reasons set forth in the preceding paragraph, the rates and charges adopted
by Metropolitan’s Board on or about April 13, 2010 are aiso invalid under: (a) Metropolitan’s
principal act, Stats. 1969; ch, 209 as amended; West’s California Water Code—Append. §§ 109-
134 (2010), which requires Metropolitan to set rates and charges that are “uniform for like classes
of services throughout the district”; (b) California’s Wheeling Statutes (Water Code Section 1810
et seq.), because the rates Metropolitan charges for conveyance to the Water Authority of Non-
Metropolitan Water exceed “fair corhpensation” for use of Metropolitan’s system; ()
Government Code Section 54999.7(a), which requires that its rates and charges “not exceed the
reasonable cost of providing the public utility service”; and (d) California common law, which
requires that Metropolitan impose rates and charges that are fair, reasonable, and proportionate to
the actual cost of service.

97.  The Water Authority is entitled to a declaration under the Validation Statutes that

the rates and charges Metropolitan adopted on April 13, 2010 are invalid and must be set aside.

FOURTH CAUSE OF ACTION

BREACH OF CONTRACT
(Against Respondent Metropolitah)
- 98.  Petitioner re-alleges paragraphs 1 through 97 as thdugh set forth fully herein.
99.  Petitioner Water Authority and Respondent Metropolitan are parties to the
Transportation Agreement, a \}alid contract for the transportation of Non-Metropolitan Water
purchased 'by the Water Authority from IID and Canal Lining projects.

100. The Water Authority has always fully performed its obligations under the
Transportation Agreement since entering into that contract.

101.  Section 5.2 of the Transportation Agreement reqﬁires Meterolitan to set a rate for
the transportation of the Water Authority’s Non-Metropolitan Water that “sﬁall be equal to the
charge or charges set by Metropolitan’s Board of Directors pursuant to applicable law and
regulation and generally applicable to the conveyance of water by Metropolitan on behalf of its

member agencies.” As detailed above, Metropolitan has breached section 5.2 by setting rates for
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the conveyance of the Water Authority’s purchased water that violate applicable laws and
regulations, by incorporating Metropolitah’s costs of obtaining its supply of DWR/State Water
Project water and its costs to subsidize local conservation and water development projects, into
the “transportation rate” charged to the Water Authority. By doing those things, Metropolitan has
improperly loladed on to the Water Authority, in the form of transportation charges, water supply
costs incurred by Metropolitan that are unrelated to transportation, in violation of applicable laws
and regulations, including (a) Art. XIII A, Section 4 of the California Constitution; (b) Cal. Gov.
Code § 50076; (c) Metropolitan’s principal act, Stats. 1969; ch. 209 as amended; Cal. Water
Code—Append. §§ 109-134 (2010); (d) California’s Wheeling Statutes (Cal. Water Code § 1810
et seq.); () Cal. Gov. Code § 54999.7(a); and (f) California common law, as described elsewhere
in this complaint.

102. Metropolitan’s unlawful misallocation of costs has caused Water Authority to pay
excess charges for its transportation of Non-Metropolitan Water, in an amount to be determined

according to proof. Accordingly, the Water Authority prayé for relief as set forth below.

FIFTH CAUSE OF ACTION

DECLARATORY RELIEF RE: RSI CLAUSE

(Against Respondent Metropolitan)
103.  Petitioner re-alleges paragraphs 1 through 102 as though set forth fully herein.

104.  An actual and present controversy has arisen and now exists between the Water
Authority, on the one hand, and Metropolitan, on the other, regarding the enforceability of the
RSI Clauses and the termination of the Project Contracts and the Ramona Agreement. The Water
Authority contends that the RSI Clauses that Metropolitan insisted, over the Water Authority’s
objection, be inserted into the Project Contracts and the Ramona Agreement violate the California
constitution, statutory law and common law. Furthermore, Metropolitan has invoked the RSI

Clauses in purporting to terminate the Project Contracts and the Ramona Agreement. Also based

~ on the RSI Clauses, Metropolitan refuses to allow the Water Authority to receive any benefit
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from the Water Stewardship Rates it is forced to pay to Metropolitan to fund conservation and
local water-supply subsidy contracts.

105. First, the RSI Clauses, and Metropolitan’s actions pursuant to those clauses,
violate Article I, section 3 of the California Constitution because they purport to allow
Metropolitan, a government entity, to deprive the Water Authority of its constitutional right to
petition the courts of this State for redress of legitimate legal grievances against Metropolitan, by
allowing Metropolitan the right to unilaterally terminate the Project Contracts in the event that the
Water Authority challenges Metropolitan’s rates in court. Put another way, the RSI Clauses
constitute unconstitutional conditions on the Water Authority’s ability to receive any benefit from
Metropolitan subsidy programs.

106. Second, the RSI Clauses are unlawful contract provisions under California Civil
Code section 1668, because they were intended to, and purport to, exempt Metropolitan from
liability for setting rates in violation of California law. By establishing draconian penalties
égainst any Metropolitan member agency who faises a legitimate challenge to Metropolitan’s
rates, the RSI Clauses create a substantial disincentive for any challenge, and effectively permit
Metropolitan to violate California law in setting its rates without fear of reprisal.

107. Respondent Metropolitan has expressly told the Water Authority that it disagrees
with the Water Authority’s position on the RSI Clauses, and contends that the RSI Clauses are
valid and enforceable. |

108. In thé absence of declaratory relief, Metropolitan will continue in its refusal to
honor the Project Contracts between itself and the Water Authority, will continue to withhold
money due under the Ramona Agreement, and will continue in its refusal to allow the Water
Authority to obtain any benefits from Metropolitan subsidy programs. If the RSI Clauses are not
declared invalid, the Water Authority will continue to lose the benefit of the subsidies it has
“contracted for under the Project Contracts and will continue to be ineligible for future benefits

under those programs, despite the fact thaf its ongoing contributions to Metropolitan continue to

fund subsidies to all other Metropolitan member agencies. Accordingly, the Water Authority
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seeks a declaration that the RSI Clauses are invalid and unenforceable, reinstating the Project
Contracts and the Ramona Agreement, and directing Metropolitan not to enter into any future
contracts containing an RSI Clause and to restore the Water Authority’s eligibility for any lawful
Metropolitan subsidy programs. These declarations are necessary in order to protect the Water
Authority and its ratepayers, asvwell' as Metropolitan ratepayers generally.

109. The Water Authority desires and is entitled to a judicial declaration that the RSI
Clauses yiolate California constitutional, statutory ahd common law. Such declaratory relief is
neceséary and appropriate now, because Metropolitan has both terminated existing contracts,
depriving the Water Authority and the Water Authority’s member agencies of millions of dollars
of fuﬂding to which the Water Authority is contractually entitled, and declared the Water
Authority ineligible to receive any such benefits in the future. (

110.  Therefore, the Water Authority prays for a judicial declaration (a) holding that the
RSI Clauses are invalid and unenforceable; (b) reinstating all Project Contracts between the
Wafer Authoﬁty and Metropolitan, which Metropolitan has terminated du¢ to purported violation
of the RSI Clauses; (c) reinstating the Ramona Agreement between Ramoﬁa, the Water Authority
and Metropolitan, which Metropolitan has terminated due to a purported violation of the RSI
Clause; (d) directing Metropolitan not to enforce any RSI Clauses in any of its contracts in the
future; and (e) directing Metropolitan to restore the Water Authority’s eligibility for any lawful
Met;opolitan subsidy pfograms on the same terms applicable to other Metropolitan member

agencies.

SIXTH CAUSE OF ACTION

DECLARATORY RELIEF RE: PREFERENTIAL RIGHTS CALCULATIONi

(Against Respondent Metropolitan)
111. Petitioner re-alleges paragraphs 1 through 110 as though set forth fully herein.

112.  Anactual and present controversy has arisen and now exists between the Water
Authority, on the one hand, and Metropolitan, on the other, regarding the proper calculation of the

Water Authority’s preferential rights under Section 135 of the MWD Act.
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113.  Section 135 states that preferential rights shall be calculated based on the member
agency’s pnyments to Metropolitan, except for the “purchase of water.” The Water Authority
formally requested a determination that its preferential rights should include the amount paid as
“transportation” costs for Metropolitan’s conveyance of Non-Metropolitan Water through its
pipelines and facilities. Metropolitan has formally denied that request, taking the position that
money paid by the Water Authority for the transportation of its IID and Canal Lining water are
for the “purchase of water” (i.e., supply). Metropolitan’s position is contrary to both common
sense and to its position, in the context of setting rates, that the Water Authority’s charges for the
conveyance of water are “transportation” costs and not “supply.” As such, Metropolitan’s
decision about the Water Authority’s preferential right§ is arbitrary; capricious and contrary to
law.

114. In the absence of declaratory relief, Metropolitan will continue in its wrongful
calculation of the Water Authority’s preferential rights, which negatively impacts the Water
Authofity’s ability to rely on a stable water supply in the event preferential rights are asserted by
any member agency, including the Water Authority. A declaration is therofore necessary to
ensure that the Water Authority féceives its full entitlement of preferential tights.

115. Therefore, the Water Authority prays for a judicial declaration (a) that the current
methodology used by Metropolitan to calculate the Water Authority’s preferential rights violates
section 135 of the MWD Act; and (b) directing Metropolitan to follow the requirements of the
MWD Act by including the Water Authority’s payments to Metropolitan for transportation of IID
Water and Canal Lining Water (which payments are not for “purchases of water”) in the

calculation of the Water Authority’s preferential rights to watet."

! “The Water Authority expressly reserves its right to appeal from the Court’s January 4, 2012 order sustaining
Metropolitan’s demurrer, without leave to amend, to the Fifth and Sixth Causes of Action from the Water Authority’s
First Amended Complaint.”
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PRAYER FOR RELIEF

WHEREFORE, the Water Authority prays that judgment be entered against defendants

and Respondents as follows:

1. As to the First Cause of Action, a peremptory writ of mandate directing
Metropt)litan to:

. Vacate the rates set on or about April 13, 2010;

. Refrain from allocating any costs associated with State Water Project water

supplies to charges for water transportation;

. Refrain from allocating any costs associated with Metropolitan’s Water -
Stewardship Rate to charges for water transportation;

. Allocate all costs ‘associated with State Water Project water supplies that are not
paid for through the Readiness to Serve charge or property taxes to charges for
supplying water; and

. Allocate all costs associated with Metropolitan’s Water Stewardship Rate to its/
charges for supplying water.

2. As to the Second Cause of Action, a declarati(zn that (a) the rates and charges
adopted by Metropolitan on April 13, 2010 are discriminattory, invalid, and must be set aside; that
Metropolitan cannot allocate any costs associated with obtaining water supplies from the State
Water Project, or any costs associated with its Water Stewardship Rate, to charges for water
transportation; that Metropolitan must allocate all costs assoctated with State Water Proj ect water
supplies that are not paid for through the Readiness to Serve charge or property taxes to charges
for supplying water; and that Metropolitan must allocate all costs associated with its Water

Stewar‘dship Rate to charges for water supply; (b) that Metropolitan has engaged in a pattern and

practice of unlawful discriminatory rate-setting, as evidence by the activities of the Anti-San

Diego Coalition and Metropolitan’s resulting decisions which target and disadvantage the Water
Authority and its constituents; and (c) that Metropolitan must end its practice of delegating its

policymaking authority to and coordinating in secret with a shadow government, including for the
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purpose of discriminating against the Water Authority and San Diego County ratepayers, and
must conduct the business of Metropolitan in public view.

3. As to the Third Cause of Action, an order that the rates and charges adopted by
Metrdpolitan on April 13, 2010 are invalid and must be set aside and that Metropolitan cannot
ailocate any costs associated with State Water Project water supplies or with its Water
Stewardship Rate to charges for water transportation.

4. As to the Fourth Caué,e of Action, an award of compensatory and general damages
against Metropolitan, in an amount to be determined according to proof, and an order of specific
performance of the Transpoi'tation Agreement requiring Metropolitan to set the rates charged to
the Water Authority under the Transportation Agreement in conformance with applicable laws
and regulations, SDCWA also prays for interest on any amounts paid to MWD pursuant to
MWD's invalid and unlawfulvrates for 2011 and 2012, from the date of SDCWA's payment of any
amounts under those rates to the date of judgment. SDCWA has a right to such interest both as a
matter of general damages principles and as a result of the express term in section 12.4(c) of the
Transpbrtation Agreement, which requires MWD, in the event of a rate challenge, to place all
disputed amounts in an interest-bearing escrow account. To SDCWA’s knowledge, as of the date
of this Petition, MWD has failed to comply in full with the escrow obligations in the
Transportation Agreemént. ‘

5. As to the Fifth Cause of Action, a judicial declaration (a) holding that the RSI
Clauses are invalid and unenforceable; (b) reinstating, as of the date of the wrongful termination,
all Project Contracts between the Water Authority and Metropolitan, which Metropolitan has
terminated due to purported violation of the RSI Clauses; (c) reinstating, as of the date of the

wrongful termination, the Ramona Agreement between Ramona, the Water Authority and

Metropolitan, which Metropolitan has terminated due to a purported violation of the RSI Clause;

(d) directing Metropolitan not to enforce any RSI Clauses in any of its contracts in the future; and
(e) directing Metropolitan to restore the Water Authority’s eligibility for any lawful Metropolitan

subsidy programs on the same terms applicable to other Metropolitan member agencies.
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6. As to the, Sixth Cause of Action, a judicial declaration (a) that Metropohtan ]
current methodology for calculatmg the Water Authority’s preferential rights Vlolates section 135
of the MWD Act; and (b) directing Metropolitan to follow the requirements of the MWD Act by
including the Water Authority’s payments to Metropolitan for transportation of IID Water and

Canal Lining Water (which payments are not for “purchases of water”) in the calculation of the

Water Authority’s preferential rights to water.

7. For reasonable attorneys’ fees and costs of suit incurred herein.
8. For such other and further relief as the Court deems proper.
Dated: January 23,2013 ' , KEKER & VAN NEST LLP

DAN JACKSON
WARREN A. BRAUNIG

Attorneys for Petitioner and Plaintiff
SAN DIEGO COUNTY WATER
AUTHORITY
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PROOF OF SERVICE BY ELECTRONIC TRANSMISSION, FEDERAL EXPRESS AND
EMAIL VIA PDF FILE

I am employed in the City and County of San Francisco, State of California in the office of a
member of the bar of this court at whose direction the following service was made. I am over the
age of eighteen years and not a party to the within action. My business address is Keker & Van
Nest LLP, 633 Battery Street, San Francisco, CA 94111-1809.

On January 23, 2013, I served the following document described as:

SAN DIEGO COUNTY WATER AUTHORITY’S THIRD AMENDED PETITION FOR
WRIT OF MANDATE AND COMPLAINT FOR DAMAGES AND DECLARATORY
RELIEF

by serving a true copy of the above-described document in the following manner:

BY LEXIS NEXIS® FILE & SERVE

On the date executed below, I electronically served the document via Lexis Nexis® File &
Serve described as on the recipients designated on the Transaction Receipt located on the
via Lexis Nexis® File & Serve website. '

by FEDEX, by placing a true and correct copy in a sealed envelope addressed as shown below. 1
am readily familiar with the practice of Keker & Van Nest LLP for correspondence for delivery
by FedEx Corporation.. According to that practice, items are retrieved daily by a FedEx
Corporation employee for overnight delivery.

SEE ATTACHED SERVICE LIST
and
David A. Peffer Attorneys for Defendant and Respondent
Utility Consumers’ Action Network Utility Consumers’ Action Network

3405 Kenyon Street, Suite 401
San Diego, CA 92110-5007
Email; dpeffer@ucan.org

Executed on January 23, 2013, at San Francisco, California.

I declare under penalty of perjury under the laws of the State of California that the above is true

and correct. : Zz : ; : W

DIANE BLAIS MILLER
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PROOF OF SERVICE LIST

SAN DIEGO COUNTY WATER AUTHORITY

METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
& CASE NOS.: CPF-10-510830

James J. Dragna

Bingham McCutchen LLP

355 South Grand Avenue, Suite 4400
Los Angeles, CA 90071-3106

Email; jim.dragna@bingham.com

Attorneys for Defendant and Respondent
The Metropolitan Water District Of Southern
California

Colin C. West

Thomas S. Hixson

Bingham McCutchen LLP
Three Embarcadero Center

San Francisco, CA 94111-4067

FEmail; thomas.hixson@bingham.com
colin.west(@bingham.com

James J. Brosnahan
S. Raj Chatterjee
Morrison & Foerster LLP

425 Market Street

San Francisco, CA 94105

E-mail; jbrosnahan@mofo.com
SChatterjee@Mofo.Com

Attorneys for Defendant and Respondent
The Metropolitan Water District Of Southern
California

Marcia Scully

Sydney B. Bennion

Heather C. Beatty

The Metropolitan Water District of Southern
California

700 North Alameda Street

Los Angeles, CA 90012-2944

Email: mscully@mwdh20.com
sbennion@mwdh2o0.com
hbeatty@mwdh2o.com

Attorneys for Defendant and Respondent
The Metropolitan Water District Of Southern
California
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Patrick Q. Sullivan

City of Torrance

3031 Torrance Blvd.
Torrance, CA 90503-5059

Email: 'psulliVén@TorranceCA.Gov
ifellows@TorranceCA.Gov

Attorneys for Defendant and Respondent
City Of Torrance

Patricia J. Quilizapa
Aleshire & Wynder, LLP

18881 Von Karman Avenue, Suite 1700

Irvine, California 92612

Email: pquilizapa@awattorneys.com

Attorneys for Defendant and Respondent
Municipal Water District of Orange County

David A. Peffer

Utility Consumers’ Action Network
3405 Kenyon Street, Suite 401

San Diego, CA 92110-5007

Email; dpeffer@ucan.org

Attorneys for Defendant and Respondent
Utility Consumers’ Action Network

Michael J. Garcia

Christine A. Godinez

Dorine Martirosian

City of Glendale ,
613 East Broadway, Suite 220
Glendale, CA 91206

Email: dmartirosian(@ci.glendale.ca.us

Attorneys for Defendant and Respondent
City of Glendale :

Steven M. Kennedy

Brunick, McElhaney & Kennedy
P.O. Box 13130
San Bernardino, CA 92423-3130

Email: skennedy@bmblawoffice.com

Attorneys for Defendant and Respondent
Three Valleys Municipal Water District
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Carmen A. Trutanich

Richard M. Brown

Victor Sofelkanik

Janna Sidley

111 North Hope Street, Suite 340
P. O.Box 51111

Los Angeles, CA 90051-0100

Email; victor.sofelkanik@ladwp.com
Janna.sidley@ladwp.com
CTrutanich@lacity.org

Attorneys for Defendant and Respondent
City of Los Angeles

David L. Osias

Mark J. Hattam ' ,

Allen Matkins Leck Gamble Mallory & Natsis

501 West Broadway, 15th Floor

San Diego, CA 92101-3541

Email: dosias@allenmatkins.com
mhattam@allenmatkins.com

Attorneys for Defendant and Respondent
Imperial Irrigation District

Steven O'Neill

Christine Carson

Lemieux and O'Neill ,
4165 E. Thousand Oaks Blvd., Ste. 350
Westlake Village, CA 91361

Email: steve@lemieux-oneill.com
 Christine@lemieux-oneill.com

Attorneys for Defendants and Respondents
Foothill Municipal Water District; Las
Virgenes Municipal Water District and West
Basin Municipal Water District '
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' AMENDED AND RESTATED AGREEMENT BETWEEN THE
METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA
AND THE SAN DIEGO COUNTY WATER AUTHORITY

. FORTHE EXCHANGE OF WATER

THIS AMENDED AND RESTAIBD AGREEMENT FOR THIB BXCHANGE OF
‘ WA’I‘BR (”Agreemmt’ " Is made and entered into a5 of Oc‘mber 10, 2003, batween The
Metropolitan Water District of Southern California (hm'amaﬂer "Metropolitan") and the San
Diego County Water Authority (hereinaftor "SDCWA). Metropolitan and SDCWA are
sometimes reforred to as the "Parties”.” ' |
| * RECITALS

A, SDCWA sz colmty water authority mcorptnztcd under the California Comﬂy

Water AuthontyAct Stats 1943, £.545 as amanded, codlﬁed at Sechon 45-1 et.req ‘of the
Appendix to the California Water Code, for the purpose of pmvidmg its mmnb:r agenmes in San
.D:ego County with a safe, reliable, and sufficient supply of imported wztcr '

"B,  Motropolitan is a public agency of the State of Cahﬁnnu'd msoxporated under the
Metmp9iitan Water D:stnct-Act', Stats. 1969, ch. 209, as amendeil, codified 4t Section 109.1 et
segq. of the A'ppem_iix fo the California Water Code,‘cngaged in frausporting, storing and
distributing water in the countles of Los Angeles, Orange, Riverside, San Bﬁmarciino, San Diego
and Venturd, within the State of}éa]iibm;'a‘ o . -

_ C SDCWA. is a member agency of Metlopolitan.

EXHIBIT A
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D, OnApril 25, 1998, SDCWA and the Tmperial frigation District ("IID") entered

into an Agrement for Transfer of Conserved Wate.r a5 amended by the Revised Fowrth

Amendment dated as of October 10, 2003, bctween SDCWA and IID (as thereby amended, the

"Transfer Agracment")
E.  OnNovember 10, 1998, SDCWA and Metropolitan exeomted 2 Contract forthe

Exchange of Water to be acquired by SDEWA under the TrausferAgmcment' this Agreement N

amends and restates thal Contract ¥ mnsemnrety
E, This Agreement is one of semal sgrecments executed and dchvarcd s of the

. date hereof by the Parties and by other agenmw, including 1D, MWD and Coachella Valley..

Water Dfstﬂct.C'CVWD’;),.pmantmthe Quantificition Settlement Agréemient among IID, )
MWD and CYWD dated as of Octobor 10, 2003 (the “QSA™), which setfles 2 variety oftong-
standing-disputw regardﬁ:g the pnonty use, and transfer of Colorado River watet and '
@:tabhshm the terms for the ﬁnﬂ:erd:slribuuon of Colotado River water Bmong ihese entities for .

up to scventy-ﬁvc (75) years based upon the water budgets set forth-therein, *

G . Also, on October 10, 2003 as contenqﬂated by the QSA, SDCWA enteied into
the Allocaibn Agrosment with the United Statcs of Americe, TID, CVWD, MWD énd othe -
parties named thexein (the “Allocation Ag‘mement';). pertaining to the allocation and di.strlbutio.n
of watet to be.consérved from the All-American Canal Lining Project and the Coachella Canal

- meg Project (as such terms are defined thexcin,

EXHIBIT A
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AGREEMENT |

NOW THEREFORE, the Partics in consideratiox; of the fmcéomg rocltals and the
representations, warranties, covenants and agroements contawed in thts Agremnent and for other
good dnd valuable conslde:ratxon, the receipt and xuﬁicxency of which the Parues hereby
acknowledge, Matmpnlrtau and S'DC‘WA agrae to the fol]owmg terms and condlﬂons of thls '
Agreement .

L
DEFINITIONS AND RULES OF CONSTRUCTION
1.1 Q_M_g As used in this Agrecment thesc tetms; including any grammatxcal

" variations thereof, have thefollomng meamngs'

@ Administratlve Codc" means thie Meh‘apohtan Water District
Administrative Code adopted on January 13, 1987 as amended from time to t;lme
' thareaﬂer. aud asin exxstence on the date of this Agrcament, subjcct to modification to
the extent provided in Parngraph 13,12 of thls Agremm;mt.

()  “Allocation Agresment! is us defined fn Resital G, subject to modiﬂc;aﬁon
for purposes of this Agreement after the dato hareof to the exten pmvided in Patagwph
13.13 of this Agreament, ' _

(@ “Altemative Facilities” means facilities other than facilities owned and
operated by Metropglit,an. o ' ) o
(&  “Burean”means the Bureau of Reclamaﬁ;)n of the United States

Department of the Taterior.

EXHIBIT A
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()  “California Plac” means the dreft plan datod May 11, 2000 toensure that -
'Ca.hforma can Inrc w1tbm the state’s apporhonment of Colorado River water; prowded;
however, fany  final California P]ag is approved byﬂxe Colorado River Board of
California and all the public agencies represented on the Colorado River Board of
California, “California Plan” means such final Caleonﬁz]:"lan. L

(43) "Canal Lining 'Waia” means thc qnanhty of Colorado River water
a]located each Yearto SDCWA in accordmece with the Allocation Agreemcnt.

- (8) "Colorado szer Aqucduct" means the aqueducf. system owned and
oparqted by Meunpohtan and trausporting water from Lake Havasu on the Colorado

' River to Lake Ma\‘hemmmvamde County, Cahforma.
. (®) - "Conserved Water" ineans Conscrved Water as such tarm is defined in

CEENY

Section 1.1 of thg QSA.
@ "Drought Management Plan P meatss any plan for the allocaﬁo;l and

managemant ofwater resomces of Melmpohtan during 2 water shartage, as adopted by
Metropolitan and in effect at pertinent tunes dnnng the term of this Agreamant.

. . . @ ‘Eaﬂy Exchnngc Water”” means the Exchenge Water to be delivered by
Metropolitan to SDCWA in cxchange for Early Trensfer Water to be Made Avaﬂabb by
SDCWA to Metrapolitan under this Agroement. ' ' S

(9] “Enrly Tmsfer Watex” mezns the aggmgate ten thousand (o, 000) acre-
fe.ct of Conserved ‘Water to be transferred to SDCWA, by IID in accordance with Sectiont |

3. 5 of the Transfer Agreemmt

- - : EXHIBIT A
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()  “Bffective Date” means the Eﬁ'ecﬁx;e Dato as such texm is deﬁne;d in . .
Section 1.1 of the QSA. o , o o
(m) "Exchange Water” means, for cach Year, water that is delwemd o

- SDCWA. by Mefropolitan at the Me!mpnlrtan Point(s} of Dahvay in a like qlmnﬁty a8

the quantity of water that SDCWA. hag Made Available to Metropolitan under the

Transfer Agreement and/or the AIlonatmn Agreemant and this Agreement for the same

‘Your, The Exchauge Water may be ﬁ'omwhatever souzce or sources and shall be

delivered usmg such famhuas a5 may bé defermined by Mefropolitan, provided that fhe
Exchange Water daliven;zd in each Year s of like quifity to the Cénservéd Water andfor
the Canal Lining Water whxch is Made Avmlable tn Metropolitan at the SDCWA Pomt of
Transfer in such Your, » ’
' (n) “IID” is a$ deﬁncd in Reoital D,

(0)  “Implementation Agreement” Js as dofined in Section 1.1 of the QSA-

®)  “Interim Aggictﬂt;#al'Water Program” means the program by that name
for delivety of water for aguioultural uses rogulated in Scatlons 4900 1o 4906 of the
Administrative Code, including any SUCCESE0T pmgram estabhshed by Meb:opohtan

(q) “Laoal Water” means water supples not served by Metropolitan. Snch
i,ocal Watpr includes, for example, ground water, §ur£ac§ waler producuon{ recycled A
vﬁatar, dwa]iﬁatcd water an-d other watér :icq.uired; owued or produced by any of

Metropolitan’s member agencies, water retailers or other local agencies within

EXHIBIT A
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; ) - Metropolitan' sexvice area (inclnding supplies from projects participating in

: Meh:opolﬁan s Local Projects Program),
C® ‘MadeAva:lable * *Make Avaﬂama" or “Making Available.” Asused.

herein, Conserved Watc;' and C:maI Lining Watcrwiu ‘s demed fo have been Made
Available 1o Metropolitan when (1) such water hes been transferred to SDCWA pursuant
1o the Fransfer Agreement and/for éﬂoca.ted to SDCWA pursuint to the Allocation
Agreement, (2) valid and conﬁnumg anthonza:hon has been given bythe Burean Jegally:
: euirtﬁngMcm:pohmn o dlvezf,fur the erm question, Conserved Water andlor Canal
Lining Water at ﬂ:c SDCWA Point of Transfer, 3 in addition t6 the water that Melmpohtnn
is oﬂlermsc auﬂ:onzed o divert from the Colorado River, and (3) all ofher necessary
legal nghts, wnﬂements, approva]s and permissions, nnder the laws of the United States
. _ apd the State of’ Cahfonna for diversions from the Golomﬁo RiverﬂyMelfopoﬁtan, if
‘-) . - any, have been obtained and are in fill foroe and eﬁ‘ect. *Make Avaﬂable" and “Making - -
| Available are grammatical variations of “Made Avaﬂable."
. ' . Metropohtan Pomt(s) of Delivery is as defined in Paragtaph 3.5(b).
® _ “Price” mears tha applicable amount to be pa:td per arxa—foot of Exchangc
. Water delivered by M.elropolltan to SDCWA at the Metropolitan Point(s) of Delivery - T
' under this Agroemeant. . |
() “Price Dispnte™ is as deﬁned in Pamgraph 11.1. _
4] "SDCWA Point of Transfar" is as defined in Paragraph 3.5(a)

(W)  “Seorotary” means the United States Secretary of the Interior,

EXHIBIT A
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(x) “Termi;laﬁon Date” means the texmination date determined under

'Pata_graph 7.1, subject to the provisions of Paragréph 72.

()" “Transfer Agreament™is as daﬁnedmRemtaI D, subject to-modification -

to the extent prowded in Paragmph 13.13 hereof.
(@) "Treated Exchange Watef means Exchlmga Wnter that bax been treated

. by filtration and disinfection af aMetropohtan water ﬁ]lmtmn facility for direct dehvery

to SDCWA.

(2a) - - “Trestment Sircharpe” means the rate(s), charge(s) andlor oth& i"ee(s) ag
determined pu;:sua_mt to the Administrative Code for the provision of ltreated water
service, ° . . '

- (bb) Y ear" meang the peziod commcncmg on the Bffective Date and mdmg

onthe h:nmedmtaly following Deverber 31 (thc first (19)-Year), and each consecutn'c

.calcndar year theredfter dm:mgthctam ofﬂns Agrcement ) ' '

1.2  Rules of ngsgyehgn.
(a) . “Unless the context clearly réquires btherwise: |
(@)  Thoplual and sir;gular forms ipalude the other;
(ii) "+ “Shall,* "will," "must," and "agrecs” are each x,nandaidry; A
@) "May" is permissive; ’
(v "Or"is ;mt e.xclnsivé;
)  "Includes” and "i;mlmiing" ate not limiting; and

(vij "Between™ includcs the ends of the identified range,

EXHIBIT A
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()  Headings at the beginning of Paragraphs and éubparagtaphs ofthis -

. Agresment are solely for the convenience of the Partles, are not a part of this Agreement

and shall not be 1ised i constroing it. L .
© ne'mascmmegmdérst_mn mc_xu&eme'fanﬁmeananeumr genders and
_viz;.e versa, - . ' k
(@ -mwa,d “petson” shai_t inéhdéindiﬁ@, pérmeiship,_ cotporation,

limited Hability company, business trust, joint stock company, trust, unincorporated

" association, joint venture, governmental authoaty,water dlistrict and other entity of _
. whalever nature, except either Metropolitan or SOCWA or an officer or employee

_ theteof! . i .-

(&)  Reference to any agrecment (innluding this Agresinent), document, or

- instrument means such agreement; ducnment,-ins_trmneﬁt as amended or modified and in

effect from time to time in acoordmce with the terms therbof and, if applicable, the fems .

hereof. )
(  Exceptas specifically provided horeln, roference to anylaw, statuta,

ordinance, regulation or the like means such law as smiended, modified, oodlﬁed or

. yeenacted, in whole or in paxt, and in effect from time to time, including sy riles smd. - .

regulations promulgated theremder.
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| ' REPRESENTATIONS A.ND WARRANITES _ .
2.1 _gg_presentahons and Warranties of Meh‘op_ohtan As a material mducement to
SDCWA to enter info this Agreement, Metropolitan represents and warrants as follows:
()  Mefropolitan Is a metropolitan water district, drily organized, validly
exlsting and in good 'standi;:g under the laws o‘fﬁle State of Califomnia, and subjeot to
saﬁsfacti';n of Mwlitm’s conditions precedent, as sct.forth in Pamgmph 8.1 heredf,

Metropolitan has all necessary power and authority to péxfc‘)rm its obligations herennder

on the terms set forth in this Agreement, and the qxecut'loh and delivery hereofby -
Met;'opolitah and the performance by Metropolitan of fts obligations hereunder will not
_ violate or consﬁmﬁe an svent ot‘deﬁmlt under the terms or provisions of any agrur:ment,.

document or msmnnent to whlch Meh‘opolrtan is @ party or bywh:lch Metropolitan is

D ——

(3)] Subjent to the satisfaction ofMetmpo]ita'n’s conditions prededent, BS set

forth in ngraph 8 1 hereof, this Agreement is a valid and binding obhgaiwn of
Mctmpohtan, enforccable in accmﬂance with its teoms, mb,]ect to the reqmrements of

applicable ]a.w

22 gpm g_r;tghcms and ﬂmﬁes of SDCWA. As a matcnal inducement to

Metropolitan to enter info this A.greement, SDCWA. tepresents and warrants as follows:
() SDCWA is 2 connty water authority, duly organized, validly exisﬁné and

in good standing wnder the laws of the State of California, aﬁti_ subject to satiafaction of

EXHIBIT A
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SDCWA's condifions precedent as set forth in Paragraph 8.2 Hereof, SOCWA has all
necessary power and authority fo perform its obligations hm:ennder on the termis set forth

ln this Agreement, and the execution and delivery hercof by SDCWA. and the

© ~pe1:fomﬂznue bySDCWA of;ts obhgauons hercunder will not violate or constttutpm

event of defunlt m:der the texms orprowsxons of arty agreement, document or mstrumant

. o which SDCWA is aparty or by which SDCWA ishound.

' (b) Subject 1o the sahxfactlon of SDCWA’s conditions p:encdent, os set forth
in Paragraph 8.2. thiz Agreement iz a valid and bmding obligation of ' SDCWA

) enfbfc'eable' in accordance with its tetms, subject te the requirements of appliczble law,

().  SDCWA will have obtained such spprovals énd permissions as may be
necessary, under apphoable laws, of the Umted Stam and the State of California, to Make

" Available to Metmpohta:n Conserved Water and Canal meg “Wator puicsuanit to'this *

Agrocment.

QUANT]IY I)ELIVERYANDSCHEDULING '

31 @nserved Water and Canal Lining Water

&) SDCWA will Make Avaﬂable the Cunse.rved Water andlor ﬂle Canal
I,imng Water to Metropohtau at 1he SDCWA Pomt of Tmnst'er each Year, in the mauner
set fo:th be]ow 'I‘he qnantity of Conserved Water and!or Cmal Luung Water Madc

Avmlable to Metropohtan by SDCWA at the SDCWA Point of Tlansfer each Year shall

be the lessex of: (1) the sum of the quantity of water whlch I‘[D transfers b SDCWA

10
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under the Transfer Agmcmant in such Year and the quantity of Canal Lining Water

allocnted o' SDCWA under the Allocation Agreeme.nt in such 'Year' or (2) 277 700 acre

feet. The Conserved Water and/or the Catial Lining Watcr Made Avaﬂable in each Year

shall be deemed fo have been Ma:de Avallable to Mgtmpohtan in monthly installments,
with one-twelﬁh (1/12} of such water degmed fo have bsen Made Available in each |
galendar mcmﬂl of such Yeir (pxovxded ﬂmt, in the first Year, the quantity of such water
deemed to hzrva bﬁBﬂ Made Availzble in each month shali be determined by dividing the
total quanﬁty fior that Year by the munber of calendar méntha or portions thereof in that

()  SDCWA will slso Mike Available 6 Metropolitan, in the mannor st forth

. in subparagraph () above, the Baly Transfer Water; in three annual installments as

folows:
n caléindar year 2020 | * 2,500 acro-feet.
I calendar year 2021 " 5,000 acre-feet
In oaimdér yorr 2022 2,500 gore-feot

(o) SDCWA will prowda to Mctmpnhtan anmaal wiitten not:ce by
November 1“ each Year (or, in the case of the ﬁxst Year, reasonable, advance written

notice) of the quantity of Conserved Water (including Barly Transfer Water, it

of the quannty of Canal Lining Water to be allocated fo SDCWA in accordance with ﬂm

Allocatxun Agreeme.nt, and in each case to be Made Availeble to Metropolitan at the'

11

' applicable) to be uansferred to SDCWA in accordance with the Tmsfer Agrcament, and
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SDCWA Point of Transfer diring the immediately following Year. The Conserved

Water and/or the Canal Lining Water will be Made Avallsble to Metropolitan by

SDCWA in a marmer consistent with the Burean’s operations schedule and wiil be

ateastred as provided in Paragraph 3.4.

3.2 E;changgWater
@) Provided thuf the Conserved Watex (fachuding Barly 'I‘ransfer Water, if

- appilicable) andlor the Canal Limng Waterhas bechadn Available to Metmpohtan at
_ thé SDCWA Point of "Imnsfer pursuant to Pamgnph 3.1,Metopohian shal] deliver

Exchango Water (insluding Barly Exchangs Water, if applicabls) to SDCWA at the
Metropolitan Poiﬁt(s) of Delivery, in conmliauc.c with thiz Agreement, and in the mammer
andto the cxteat ot forh bslow, In any Year, Matropolitan will ot be required to
deliver an auigunt of Exchange Water that is greater than the aggregate amount of
Consen'cd wae‘r (inuhdingnaily Transfor Water, it'npplicablt;)' and Canal Living Water

‘ Mada Availible to Melmpohtan i that Year povsuant to Paragmph 3.1, subject to the

. pmv:snons of’ subparagmphs (b) and (¢) of Patagraph 7.2.

® Metmpohlan’s dehvery of Bxchange Water at the Metrupohtau Point(s) of
Delivéry shall be govenied by its rules and regulatiohs for dehver.y of water set forth in
Chapter 5 of])zvision v ofﬂm Administrative Codz in the same maner a3 other water

: dehveredby Metmpolﬂm, except as may otherw:s«: bs provxded in s Agrtmnant.

(c) The Exuhmge Water to be de.hVered in any Year shall be delivered in

approximately equal monthly installments over the Yenr vo that at the end of the twelfth
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month the: a_g_gregiata quanﬂty of Bxchmnge Water dsli}'éi'e.d byMafropoIitm'l will b equal
to the aggregate quantity &;f éonsewcti.Watel; (including ﬁaﬂly"l‘ransf'er Water, if
applicable) and Cenal Lining Wnta;' Mpade Avatlable to Metmpolitan’ai the SDCWA.
Poiat o.f Trangfer for' that Year, or at the tlmes and in the amounts as the Parties may
otherwise agrce N . |
@  Intho oventthat the delivery of Exchango Water to the Metropolitan
Poini(s) of Delivery is tmnp&ratilir séspanded: of intau:upted dur_ing_an)'v Year purs;imt to |
Parapgraph 3.3 below, the mnm’ning quantity of Exc;hange Water to be dellvered for such
. Year will be delivered by Mctmpnhtmx ratably over the remainder of such Year or as
otharwxse ngreed by the Parties. .
(® Man'opnhtan shall have the: nghr to deliver Exchange Watex uﬁllzmg such |
famhhes and by such delivery path as shall be determined by Metmpohtan at its sole
| d:surctinn. Uﬁhzatinn of a pactionlar delivery path for any such delivery shalt nat opemtc
as or ba deemed to be 2 commitment to uhlize the same dehverypath for auy future .
delxvery. Meiropolitan has not dedxcatod and shnll not be deamcd orconstmed to have

dedioated any particular facﬂltles for dehwry of the Bxchange Water ‘

33  Témporary Shutdown of Me MohtanFagﬂigg‘ Metr0pohlan s Chief Bxecutive

Officer shall have the right to control, rurfail, mtermpt or suspend the delivery of | Exchango
" Whater to SDGWA in accordancs with the Adnﬂmshahva Cod, SDCWA. understands that any

number of factors, Including emorgcnclos mspecton. naintonanéc or repaic of Metropplltan

facilitles or the State Water PIoject facilitios, may mu]t in a temporary and fncidental

13.
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modificatian of the delivery schedule contemplated fn Paragraph 3.2, Metropulitan shall notify
SDCWA. of muy control, ourtailmot, intormption or suspension of delivery of Exchange Water
in accordance with and to the exdent set forth in the Admmlsunhve Code, 88 ifthe Bxchange

. l Watcr were water sexved by Metropolitan. Meiropohtan agrees that delivary oszchmge Water

shall be resumed 23 soon as possible followsng any guch curtaitment, m@mphon or suspansmn )

of dehvcty Unless Mctropohtan is othntwise rchwed of'its obligations undm- tlw prcmswns uf

| this Agreement, a curtaﬂment, interruption or suspension of the dchvm:y of Exehange Water

pursuaut 1o this Paragtaph 3.3 shall pot change the amount of Exdhange Wate.: Metropolitan is ] -

obligated to deliver dmmg any Ymr
34 m; of th_vmes= The quantity of Bxchange Water dehvered in ench
Year by Melmpohtnn at the apphcable Mehupohinn Pomt(s) ofDelwary,whmh amount wﬂl be

;etered at snch Pomt(s) of Dehvery as provided in the. Admmxstratwe Cad»e, shnll be squal to

the aggrcgate quentity of Conserved Water (indmlmg Ear]y Transfer Water, if spplicable) and

- Canal Lining Watm'—Made Avalleble to Mel:opohtan in such Year 4 thc SDCWA Point of

Transfer, The Partles agres that they will be bmmd by such motcrrcndmgs

3,5, E jn__tgof'h‘ansferorDal_xv__Brz
@  TheSDCWA Point of Tranfer Asusedherem, e "SDCWA Point of
Tmsfex” shiall be Metropolitan’s intake atLah:Havasu. S ‘

(b)' 'I'he Metropolitan Pomn'_s) ofDehm Asused herom, the *“Metropolitan

Poini(s) of Dclchry" shall be any or all S Diego Pip{sliné; One through Five (nchisive)

14
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.or &t similar facltities that may be .oonstmched in the fufure at a ijint near the San Lu_ié

Rey River in Northern San Disgo County. 5 i
3.6 - Quality of Exchange Water. Metropolitan I its sole discrotion shall have the

right to deliver Exchangs Water ofa quality which excéeﬂs the quality ofthe Conserved Water

and/or Csnal Lining Water whlch Meiropohtan receives, and such Exchange Water shall fully

| _satisfy Melropohtan’s obhgauon to deliver Exchange Water of like quallty to such Conserved

Water and Canal L1mng Water, In such evenr, Metropolitan's e]ectxon shal] 7ot operate as or be
constrved to ba a.commitment to deliver] Exchange Water of better quahty in the ﬁm:re, andin
10 event shall SDCWA s decmed to have any right to receive Bxchange Water of better quahty
than the Conserved Water spd/or Canal ng Wiater,

37 A tgllahve Facilities. SDCWA may deteumne, in its sole discretion,
pennane.nﬂyto rcduce the aggrogate quanhty of Couserved Water and Canal Lining Wate.rio be

Made Avallable to Metmpo]itan under tJ:us Agreement 1o the sxtent SDCWA decides contmua)ly

‘ nnd regularly to iranspurt Conserved Wa:m: and/or Canal Lining Wam' in an amount equal to d
such reduction fu quantity to San Diego County thmngh A]temah've Pacilities; provided,
however, that SDCWA shall farnish $ Metropolitan a minfmum of five (5) years' advagos

written notice of such determination. The written xioﬁce shall confirm the quantity of Coniserved

Water and/or Canal Lining Water (‘1f auy) w'rbich SDCWA will éunﬁnue to Make Available to

Metropolitan, H SDCWA exercises its xight nivder this Patagraph 3.7, Metrapolitan®s abligation

to deliver Exchange Water shall be limited to that spe:.-,iﬁed quantity of Conserved Water and/or

15
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' Canal Lining Water that SDCWA contirmes ™ Mzi‘e_AVailablé fo M;_h'opol'itan pursuznt fo this

Agrecment,

v. .
CHARACTERIZATION 0) 3 EXCHANGE WA’I’ER
41 Bxchange Watéras am Independent Local Supply. The Exchange Water dhallbe
chamctenzcd for tbe purposes of alt nfMetmpohtm's ormmncw plans, programs, rules and
rogulafions, mcludmg any then-aﬁ'ecuve Dmugbt Management Plan, and for calculation of any
Rmdiness-to—Suve Charge sbm. in thc samcmarmcr as the Local Water of otherMﬂtmpnlltan

member aganmm, except a5 provided in Paragraphs 4.2 amd 52.

42 Exception for Interim Agsiéultursl Water Program, and Defermination of Price,

Notwi:hstanding the pravisions ofParagraph 4.1, the Exchango Wter delivered to SDCWA

_ ghall be characterized a5 Meﬁupohtm water andnotas Local Water only for the Tmited

purposes of Paragraph 3 2 and the Interdm Agncultural Water ngmm.
~ v; .
PRICING AND PAYMENTS

51 ' Payments, SDCWA. shall pay the Price forw:h acre~foot of Bxchange Water

(including Eaﬂy Exchange Water, if apphcable) delivered by Metmyolﬂan at the Metrop ohtan

" Poini(s) of Delivery.

‘52 The Price. The Price on the dite of Excoution of this Agrestent shall be Two
Hundred Fifty Three Dollars (£253.00). Thereafter, the Price sball be equal o the charge or

charges sct by Metropolitan’s Board of Directors pursuant o applisable law and regatation and
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. generally applicable to the c;)nva){anca of water by Metropoliten on behalf of its miember
 ngencies. For the term of this Agrcement, neifther SDCWA. nor Matropolitan shall seck or

support in dny legislative, admx'nistmﬁva or judicial forumn, any change in the form, substance or
interprotation of any applicable law or regulation (including the Administrative Cods) in effect
on the date of this Agreement and_periaining to fhz.chargé' or chargey set by Metrbpg]itan’s

Board of Directors and gm&dly applicéble to the conveyance of water bjr Metrupplitan on

behalf of its member agencies; provided, however, that Mqtmlpolitan may at any time amend the

Administrative (fode in accordzince ‘with Paregraph 13.12, and the Administrative Code as
thereby amiended shall bc included within the forcgomg rcstmmon, and, pruv:dod, further, that
(= aﬁar the conclusxon of the fist five (5) Years, nothmg bereln ghall pxenlude SDCWAﬁom
contesting in an admuush-aﬁve or judlcml forum whathsr uuch charge or nharges have been set in
aocordance with appbcable law and regalation; md (b) SDCWA and Metropolitan may agree in-
‘writing af any timo to exempt any spesified matt_erﬂom the :I‘megoing Hmitation. Tn the event _

that SDCWA contests a matter pursuant to the fo:egoing éenieﬁca, the prevailing ?artybhaﬂ bs
_ entitled to reéovcry of reasonable costs and attomeys fees incumed in pmsecuhng or defending

" against such nonlmt.

53 E ling and Payments. Metropolitan shall mail monﬂﬂy invoices to SDCWA. in

'lwcordanun with the Aduinistrative Code, and SDCWA. shall make monthlypayments of

amounts due pnrsuant to Paragmph 5.1 in accordance with theAdmmistranve Code The '
amount of each monthly billing and payment pursuant to this Agreement shall be the quantity in

aorc-feet-of Bxchange Water to be dehvered by Metropolitan =t the Metropolitan Point(s) of

17
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Dahvay during the applicable Year, multiplied by the Pnoe 8s of the commenc.amen.t of that
ca, divided by e (12): . o
~ . 54 Treatmem S“urcha_rgg. SDCWA shall pay to Malmpoh’ml an amomtequal fothe
Troatment Surchairge, in addlficn o tho Price, for sach acre-foot of Troated Brchange Waler.
.
o Ani)mbNAL NOTIFICATIONS
6.1 Conﬁrmaﬁon of Water Cmsermum SDCWA will provxde 8 wntten report to

Mclropohum, pnor to March 31 of cachYcar, descﬁbmg the mcthudby which any Cons:rvcd
Water (including Barly Transfer Wam- if apphcable) that was Made Avmlab]e to Meh‘opuhtm

" in the priot Year was conserved by IID, mcIudmg a desmpﬁon of consarvahun projects rmﬂhpg

in the Conserved Wata‘ and the qumhty of Conserved Water conserved by each project.

62  Notiesof Dzvel ) - Ny

~

) (a) After the Effective Date SDCWA agrees to gwepmmpt nohce to
' Metmpolitanifit dmwvemhm eny of its owureptosmtnﬂuns amiwm:rmhes herein wers
untrue when made or doimmnas that any of its uwnreprestahons mdwarranhcs wﬂl
‘ bcnnﬁuegsofmydatodunngthetmnofthmAgreemmL ' o
' (h) Aﬁar the Effective Date, Metropolitan ag:ecx to glvr. pmmpt notlce fo
SDCWA ifit dlscovers that any of its own repmsmtatlms and wammhm herem were
1_mtme whm:m@e or defermines that any of its own representations _and warranties will
beuntruea‘,sofgujrdatedxﬁinglhe term of this Agrgmnmf. o '
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7.1 Commenoément and Fxpitaton. Mant shall become 6ffeotive an the

. Bffeotive Date and shall axpma on the Tenmnanon Date, which shall be the later of the dates

* - defermined pu:suant to subpamgmph (&) and (b) below.

(8" Metropolitan’s and SDOCWA's rights and obligations mdmhts
_ Agr;;ement pertaining to Cotiserved Water Made Available to Metmpqlitan pursuant tcla
the Transfar A_gireament :_md this Agremnent shall uxpu-e and shall tﬁérmpqn terminatoon
December 31 of the thirty-fifth (35th) Year, unless SDéWA elects by written Notica to *
Metropolitan no later than the end of the fifieenth (15™) Yearto extend this Agreement to
Deseinber 31 of the forty:fifth (45%) Year, or shall terminate as otherwise provided in
Paragraph 7.2. ' A -
" () Motopolitan's and SDCWA’s rights snd obligations under this.
. Agre‘amnntpeﬂdini;lg to the Cénpl Lining Water shall expife and shall thereupon
términats on December 31 of the same Year in whiéix the Allocation Agraement '

temnnates, or shaﬂ temnnate as otherwise provided in Paragraph 72.

72" Eor_c_gM_mg,m_q
- @ It‘ the perfol.‘mance, in whole or in part, ofthe o’b]igatibns of the respective

Parhes or either of them, to Make Avmlable Conserved Water or Canal Lining Water or
fo dehver onhange Water (as ﬂm cese may be) under this Agreemeut is prevmted by

acts or failure fo act of any agency, court or other govemment authority, or eny other
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- person; by nature! disaster (such gs earﬂ:quai:e-. fire, drought or flood), cohimhinaﬁoi; or

‘outbreak of & water bume diseass, war, sitikes, lockouts, act of God, or asts of ivil or

mihtary authority; bj the operation of applicable law; or by any other ;:ausc beyond the

" control of the affected Party or Partiss, whether similar to the causes s}.aebiﬁed herein or

not, then, in any such cin:umstance, the oi:ligaiion of the affected Party or Parties to .
‘cause fhe dchVe:y of the Conse:rved Water or Canal Lining Watcr or to deliver the

Exchange Water (as the case may be) umlertlns Agresment shall be suspended from the .

time and to the extent that the performanes thereof is prevented, but rcasonable dihgmmc ’

shall be observed by the aﬁ’ectedl’arty orParhas, 5o far as it Bes in then- power,
performing such respechve obligatmns in'whole or mpart wder this Agreement. Tn the
evmt such perfoxmance of exther of the Parhs uudcr this Agreement is provented as
‘descnbed abnve, then durmgthe penod of such prevention, perfarmatice by ﬂle non-
affected Party ‘ander this Agrement shall be excused- unttl snch pmvent:on ceases, at

which thms both the Parties shall bacmne obhgated 10 esume and continue pal:l‘ommou

" of their respective obligations hareundm-durmg the term of this Agreemcnt.

Notwithstanding the fore;going, no such prevention shall suSpenti or, othetwise affect any
payment obligations for Bxchange Water actually deﬂveted or any obligation of either '
P;n»ty to indemn_ﬁ?ﬂ:e other pumuam'to Paragraph l!3.]0, or shall extend the terni of this
Agrocment beyomi the Tenmnatmnl)ale, uxce_pt aspmwded in Pavagrapli 7.2(0) below. |
(i;)-' " Yu the event the pa‘.ﬁarmanucby Metropolitan or SDCWA is provented as
described above, the Parties agree actively t cooperate and use thelr reasonable best
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termination of this Agreement,

_eﬁaﬂs, without diuiin}:ﬁon of any storage or other u‘ght.;; .Mmgpplitan or SDCWA xmay
have, t&; support a request to the Bureau for erergency étorage in Lake Mead or Lako
Havasy for the Conserved Water and/prth;: Cannl Lining Water, iFit would avold the
waste or loss of the Consm'ved Water aud/or the Canal Lining Water, o |
@ = thc evant the dﬂhvery of onhango Water hy Metmpo]itan is prevented

a8 descnbcd in Paragraph 7.2(g) above, and i the event Conserved Water nnd/or the

- Cemal Lining Water hag been stored as contemplated by Paragraph 7.2(b) above, and such

stored Conserved Watar andlor the Canal Lining Water is Made Available to
Mctmpohtan, the ternd of this Agreement shall be emmded, f'or aperiod not to exceed -

- five Yms, without the necessity for ﬁu‘ther action by cither Party, 1f and o the extent

nocossary to permit Metropolitan to com;:lete tha delivery of Bxchange Welerina
quantity equal o such stored Conserved Water andfor the Canal Lining Water.
7.3 §umv ) Notwrthstandmg the foregoing or anyﬂnng to the contrary in this

Agreement, any remainiug payment cbhgahon of SDCWA under ArhcleV and the pmvisions .

in Paragraphs 12,5, 13.2, 13.3, 13.8, 13.10.and 15.15 and Adtlotes X and X1, shall survive the

VILL
CONPITIONS PRECEDENT

8.1 Meubpgﬁtan’s Condition Precedent. Metropolitan’s obligetions vnder this

Agrccmant are subject to the execuhon and delivery of the QSA and the 'Rclaied Agrcements (as

deﬁncdm Sectlon 1. 1 of the QSA), and to the oconrrence of the Effective Date..
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82 SDCWA's Conditioms Pregedent, SDCWA’s obligations undsr this Agresment

are sﬁbject fo the execation and delivery of o Revised Fourth Amendment to the 'Ii'énsfm'

Agreement, the Anocaﬂon Agreement and the hnplemen’tahon A,grcemant, and fo the ocourrence

1,

oftbeBﬂ'ecuveDate. T . o

83 Eaﬂum of Condlnon ¥ Metropohlm 8 condmtms precedant nnder ngraph
8 1 are not saﬁsﬁed or waived in wﬁﬁng by Matropohtan, on:fSDCWA's condmous p:ccedem‘.

" umder Paragraph 8.2 are ot saﬁsﬁed or watvéd in wnbng by SDCWA, in each case on or before’
. December 31, 2003 therr fhis Agrccmentwiﬂ be void, and all rights and obligations pmvidcd ’

hersunder-will bs terminated.
‘ COMPLIANCE WITH APPLICABLE LAWS
91 Ap p]igabie Laws. This Agreement imd the activities dﬂmibad herein are -
contingént upon and subject to complianco with m-@pﬁcah]ew. o '
x. |
. ADDITIONAY, COVENANTS _
-+ 101 Impect on Transfer Apreement. NoﬂnngmthisA,gremncntsha]lbe construed o

" . amend the Transfor Agreement, - -,
-10.2 mlementahog g{ @@Agmmeﬂt Tosofar as theTmnsiérAgreemmxt m

qonmstent with and nnplemented in accordance with state and federal law and the California’

’ Pl'au, Metropolitan sha]l not oppose appmval arimplamozﬂaﬁdn of that A greement before the
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all reagonable efforts byMnIropohtan to promote and seeure\ surplus cdtarla on the Colorado

. California State Water Resources Control Board, the Buteax, the United States Department of
the Interior or in eny other judicial or admnnst:ahve pmoeedmgs »
103 .Support for &g:g}gs Criteria. SDCWA will use reasonable best efforts to snpport

. R:ver w1th the objective of maintaining a full Colorado River Aqueduct-

104 gpm toI.eg;sIamre. ThaPn:ties shall report as Tequested to the Legxslamre of
the State of Califomia on the implcmentaﬁon of this Agteement. . ' '

10. 5 nggngn:.g of Good Faith. This Agreeraeat Is subject 1o rsmpmcal obhganons of

. bood faith and. fan‘ dealing,

10.6 spg_wé Consent and Waiver, Notwithstanding any iﬁuftaﬁons set forth in the
Transfer Agreement otherwize resh-ioting 1D rig'ht to transfer wate to Metropolitan, SDCWA
hereby copsents to IID’s transfer of water to Metropolitan as provided in- Aruolcs 5and 6 of the
IID/MWD Acqmsmon Agresment (a3 defined in Section 1.1 of the QSA).and waives any nght i
object thereto, SDCWA shall provide to 1D, and shafl beboundby, a wiitten acknowledgement '
of its consent and-waiver set forth in the preceding sentence above in such form and to such
effect as Meh'opohtan ray rcasmlablquucst | . . .

107 Al!ocahonAM &gﬂgmbﬂlhcs SDCWAshallmdennufyMeimpoman

and defend and hold it harmless at SDCWA's solo cost and expense ﬁvm and against any
obligation, liability or xesponsibility of any kind assigned to SDCWA under and pursuant to tho

. .Allocation Agrecment and rny claim by any person that MWD has any c_onﬁnuiog obligation,
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:D hablhty or responsibility of mykmdm!hraspect to the matters assigned to SDCWA under the
Allomhon Agreemenr
XL
VISPUTE RESOLUTION

111 Reasonable Best Bfforts o Resolve by Negofistion, The Pacties shall xercigo
reasoneble best efforts to resalve gt disputes, including Pnce Disx;ntes, arié'ng nder fhis
Agreement throl!ghnegotlahon, provided, however, that SDCWA shall not dlsputc whether the
" Price dotermined pucsuant toPaIagtaph 52 for the firt five (5) Years of this Agreement was
- determined in accordance with appﬁcab]e Yaw or rcgulahon (2 “Price Dispute™). In the cvent
ncgobaﬂon is msuccessful, then the Parues reserve theu' raspecuve rights to all legal and ‘
eqmtablcramedxes '
| . X,
9 ' EVENTS OF DEFAULT; REMEDIES
12.1 vcnts ofDﬂfaﬂt QSDCWA. ‘Each of the fo]lowmg constitules m “Byent of
Dafzult" by SDCWAmdBr tids Agreemont if ot cnred within 30 days ofrecexving witen
- notice from Metropolitan of sich matter: ) o
(aj Subject to Paragraphs 7.2 and 9.1, SDCWA fails to Make Availible to - y
_ Metropolitan Conseived Water or Canal meg Wa&, as required nnderthls Agteement.
o ‘(t) SDCWA filsto pmform or observe my other tenn, covenant or
undertakmg that ftis o pexiomm or observe under this Agreameut.
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(c) Any representaﬁon, warranty or statexment made by or on bchalf of the

' SDCWA and contained in this Agreemaut or in any exhibit, certlﬁcate or other. documcnt

ﬁzmxshed pursuant to this Agreemant fson tbe date made or latm'proves tobe falsc, )

misleading or untrue in any material respeat.

122 Bventsof Dg_tb_ult by Metropo) l_gt_z;g,. Each of the following coustitutes an “Bvent

of Defmlt” byMetmpohtan under this Agresment ifnot cured within 30 days of réceiving |

_written nohce from SDCWA. of such mntter

(a) Subject to Paragraphs 72 and 9.1 Melmpohtan fails to delxvcr thc
Exchange Water as required under this Agreement. |

() Meh-opoﬂtan fails to perform or obsarv: any other tenn. covenant or
undertakmg that it is to pecform or observe under ﬂus Agreement,

(c) . Any rcprcsentahou, wamanly or statement madcby or on behalf of
Metmpohtan and contained in Eus Agreement or in anyw:hibxt, certificate or other
docurnent ﬁmnshed pursuant to this Agraement is on the date made or later proves to be:
falke, misleading or untrus in any matezial respest. '

123 ,&e’medies'.@gﬂ' ally. .Ifan'Bvent of Default occuts, tim nnn-breaching Party will

have all rights nnd mmadxes provided at law or in equity agmnst the breachmg Party,

12 4 Egomcmem og Transfer and Exchange Oblipations.

- (@  Any Event of Defath a3 deﬁned in Paragraph 12, 1(11) or 12.2(ﬂ) maybe

remedied by an DIdel,' of spacific performance,
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® ‘ So Iong asno Event of Default as deﬁned mParagraph 12, l(a.) has
occun’ed and ia nonhnnmg, and so Iong a8 SDCWA tendnrs to Metropolxtan foll payment
of the Agreement Price when s, Metmpehtan shall not suspend or delay, in whola orin
* part; dchvery of Exchange Water as required under this Agteement on aocount of any
hreac.h, or alleged breaoh, by SDCWA utJess ﬁmtanﬂmuzed to do soby a final
judgment. So long a8 no Event of Dsfmzlt a8 defined mParagmph 12.2(a) has oocmed
and is contiming, SDCWAEhall notsuspmd or delay n whols or in part, Making ° 7
Avatlable Consmed Water and/or Canai Lining Waier as requzred nnder this’ Agreament
on accomnt of any breacb, or alleged bxcach, by Matmpohtan unless first auﬂ:onzed todo
so by a final judgment, Avmlauon ofthe pmv:sions of this subparagmph (b) rnay be
. remedied by an order of speoific perfonnanne. _ i
(c) In the event of a dispute over the Price, SDCWA shall pay when due the
il zmmomnt clatmed by Metropolitan; provided, however, that, dun'ng the pendeacy of
the dispute, Meu'opohtan shall deposit thedlﬂ'amccbctwccn tbe Price asscxtcdby
SDCWA and the Pnca elaimed by MetropOHtan ira scpﬂrato mtermt bearing acconnt. If
SDCWA prevax'ls in the dispute, Mctropolitan shall fmﬁxw:.th payﬂxe_disputed amount,
plus all interest earned thereon, to SDCWA. ifMe;uupolitan prevails in the dispute,
Metmpohtan may then tremsfer the disputed amount, pius all interest enmcd thcmon, into
. my uthm‘ hndor account of Me!mpohtan. '
12.5| C\mmﬂaﬁve  Rights zdeamadms The Parties do not mtcnd that any right or
remedy given toa Party on thebreach of any provision under.this Agreement be exclusive; each
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such nght or remedy Js cunmlatrve and in addition to any other remedy provided in this
Agteemmt or otherwise available at law m'in eqmty Ithe non-breachmg Party fhils fo exemxse'

" ordelays in axerclsmg any sych nght or remedy, the non—hreachmg Party does not thereby waive
.that nght or rcmady. In addrhon, 0o single or partial exercise of any nght, power, or privilege

precludes any other ot firther exercise of a tight, power, or pﬂvﬂgge grantad by thls Agreémant
or otherwise, | - . : '
12'.6 ungghmﬁdmgﬂgtm_ﬂlgl’_argg_x. Each Party acknowledges that itisa -
"Ioca.l agenoy" within the meaning of § 394(0) of the Cahfomm Code of Civil Procedure”
("CCP") Each Party fnrther ac]mowledges that any achon or proceedmg commcnced by one
Party agamst the other WOuld under § 394(a) oftha CCP, as a matter of law be subject to
(a) being transferred to a "Neutral County,” or instead .
, (b)- “having & disinterssted judge from 2 Neutral County assigued by the
Chaloman of the Judicial Council to hem- the action ar procesding.
{¢)  A"Neutral County" 5 any t:om':ty ofher than Impe;i;l, Los Angeles,
_ Omnge, kiverside, San Bemardino, Sén Diego or Ventura, In the gvent an action is ﬂlec.l )
by cither party against the other to euﬁm:ethxs Agreement and to obtain damagw ford its

alleged breach, each Party hereby: 7
@ Stlpulates to ﬂm action or pmcaedmg bamg transfezrcd to 2 Nentral

County orto bswmg a d;smtereste_d judge from a Neutral Connty
assigned to hear the acﬁnné A
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() Waivegthe uéu,al notice roquired wder the lew-and-fotion -
provisions of Rule 317 of the California Rules of Court;
, (i)  Consents to having any motion under § 394(c) hoard with notice 23

m ex parte matter mder Rule 379 of the California Rules of Court; '

md
@v) . Ackriowledges that this Agreement, snd in particalar this seotion,
may be submitled to the court as part of the moving papers.

(@)  Nofhing i this Patagraph 12.6, howsver, impalrs or limits the sbility of a

Party to contest the saitability of any particular coynty to secve os 4 Nentral County, or

oporages' to waive any other rights.

| XiL.
GENERAL PROVISIONS
131 ygﬁn_d-m_rgg@ "This Agreement is made solely for the benefit ofthe -
Partics aud their respective permitted snccessors aml asaigns (:;fany'). Except for sucha

permitted snecessor or'assign', no ofher person or entity may have or acquiré a;:y;-ight by virtué

l of this Apreement.

132 : Ambigwities, Fach Party and its counsel haye participated fully in the drafting,

- review add revision of this Agréement._ A.ritle of constmction to the affect that ambignities are

10 bo yesolved ageinst the drafiing Party will not apply in interpreting this Agrecment, inchuding
any amendments or modifications. o
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13.3 Goveming Lay. This Agtecment shall ho govamed i:y and cons&ucd,in
~aeeordancewith the laws of the State of California, _wi:thout giving effect to conflict of laws
p;'ovisionx; provided, however, thal federal law shall bo applied as'appropriate to the extent it
bears on the resolution of any claun or issne relatmg to the penmssxbﬂny ofthe tmnsfexs or the
Mahng Available of Colorado R.Wer watex, a8 contemplated herem.

134 ‘Binding Effect: No Assisrment. This Agreement is mdwill bebinding upon and
will inure to the benefit of the Parties nnd, upon dJSso]utmn, tha legal successors and asmgns of
their assets and Liabilities. NmtherPartymay asaxgn any of its dights or delegate any of i 1ts dut:es
under this Agreement. Any assignment or delegation made in violation of this Agreement is .
vaid and of o force or effect.

135 Notices. All notices, requeete, demande, or other commnmeaﬂms unider this

Agreement must be in writing, and sent {0 both addresses of each Party Notxce will be

sufﬁexenﬂy given for all purpuses as follows; .
v Perebnql Delx'vzry. When peﬁonailydelivered to the recipient. Notice is
.cﬂ'ecuVe on delrvery . )
." \ Flrst—Cla.vs Mail, When mailed first-olass, postage prepaid, to the last address of
the reexplent known to the Patty giving noﬁpe. Notice is effective five mail delivery days
afteritis depomted in & United States Postal Service office ormailbox _
. » Certified Mail, When maﬂed cerhﬁed mail, return réceipt requested. Notme is

effective on recexpt if a retu receipt conﬁnns dehvery

.29

EXHIBIT A
_Page 29,




D

e 0might'pezfmy. When delivered by an overnight defivery service such as

: Federal Express, charges prepaid or charged to the sender’s accomnt. Notice is effective

on dahvery ,if delivery is conﬁ:mcd by the delivery service,

. Fac:s'lmile Transmission. Nuhne is effective on recelpt, prtmded that a copy is mailed
“hy :ﬁrst-clasa w2l on the facsimile lransm:ss:on date.

. Addresses for purpose of giving notice are as-fallows:

‘ To Metropolitan: Metropolitan Water District of Southern California

, _ Atin: Chief Executive Officer
Adiress for US. mail: * P.O.Box 54153
' LosAngeies,CA9oos4-0153

_Addre.rs for personaI or awnght dekvery - o ‘
" 700 North Alameda Street
| Los Augoles, CA 90012-2944
R Texq:hone:' 213-217-6000 -

Fax: 213-217—6950
Wlth a copydehveted by the same means and at the samo addrcss to:
' ' Metropolitan Water District of Southern California
Am:'GeneraI Counsel '
ToSDCWA: - -
San Diego County Water Anthority
Attn: Genml Manager
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") _ - 4677 Overland Avenue '

‘ San Diego, California 92i23~1233
Telephone. 858-522-6780
7 Fax: 858—522~6262
| Witha cdl;y 1o0; San Diego Connty ‘Water Aunthority .
' Attns General Counsel -
" 4677 Ovegland Aveme
+ San Diogo, California 92123-1233
Tolcphuﬁ;:“ 858-522-6790
| Fax: 858-522-6566 ' _ '
S A eorré'qtly addressed notice that is rofused, unclﬁiméd. or indeliverable -
L “because Id.fan act or omission by the Party to be nofified wiil ﬁa deemed effacﬁvo as of -
D ‘ the first date that nohpe was refused, unclaimed, or deomed undeliverable by thb postal
: ':mthonties, messenger, or overnight delivery scr\dce.
o A Pexiy may change its address by giving the other Par'ty‘noﬁce ofihe ‘
change in any manner permitted by this Agteement -

13,6 Entixe Ag;e_m t Thxs Agmement constltutes the ﬁnal cmnplcte, and axcluswe
statcmcnt of the erms of the Agreement bdwecn the Parues perttaining to its subjeot matter and
supersedes all px:ior and conte.mpomneous tmdarstandmgs or agresinents of the Parhes Nelther

- Party has been induced to enter info this Agreement by, nor is either Party relying on, any

" répresentation or warranty outside those expressly set forth in this Agrecment, -
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’) ' 13.7 T'mm of tthssence. If the day ont whxchperformance of amy act or the
ocerrrence of any event hereunder (wmept the de.hvery of Ext:hange Water) is doe iz nota”
business day, thahme when such performance or Occmrcnccshnllbc due shall be the ﬁrst
“bstness day (2 dofinedin  Sestion 4507 of the Adhministratve Code) ocourring afer e dayon

. wmuh performancs or ocuurmnce wuuld othermse be dub hermmder Al times provided in this
Agreemant for the performance of any act'will be stricfly construed, tnnebemg of the essencs of
s Agrosmeat. ' ' o
13.8 Modrﬁcatlon This Agreement nmay be snpplemmd amended or modified only
by the wrltten agreement of thc Parties. No snpplement, amendment, or modifieation will be
" binding unless it is in writing and signed by bott Partes. o '
139 }_’L:g__ No waiver of abreach, Eilure of ctmdmon, or nny right orremedy

- ) contamedmorgrmiedbythcpmwmms oftbmAgmmncnt:scﬂ'echvcmﬂesslhsmwnhngnnd

—) signed by the Partywamng the breach, failure, right, or remedy. No waiver of a breach, failure.
of condition, or right ormnedy is ot may be deemed a wniver ofmxy omerbreauh, fallnre, right
or remedy, whether similar or not. In addition, no watver will uons_hhxte 2 cgnhnumg 'wan'rcr -
unl'ess.llie writing so spcciﬁm_' | - .

13. 10 m____,__

(a) SDCWA shall mdemmfy Metmpohtnn pmsuaut to Section 4502 of the
Adlmnishanve Code against Hability in connechon with acts of SDCWA aﬂer
Metropolitan’s delivery of the Exchange Water, to the same extent as ls'reqmrpd with

| respeot to wter snpplied by Metropolitan to a mzmber public agu'né.y. Sugh .
N ,
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" indemuification shall be in addition to any indemmification rights availsble under

spplcable law aud 10 any other remedy provided under thix Agrecment.
(t)  Metropolitan shall indeznify SDCWA puisuant to Section 4502 of the

Administrative Code'against lisbility in conneation witt Metropolitan's delivery of the

Bxchange Watcr fo the same extent as is required with ros;;cot to water stmphed by

. Metropolitan to a member pubhc agenuy Such mdenm:ﬁcanon shall be in addxﬂon o .
'_ ROy mdemmﬁuabon nghts gvailable under applicable Iaw and to any other remedy -

. provided under thls Agreement.

() - Notwithstanding anything in this Agreemont to the contrary, each Pacty

agrees to proceed with reaéonable diligence aﬁd use reasunable good faith effrts o

: Jomtly defend amy lawsuit or adnumsh'anve proceedmg by any person other than the
) Pm-hes challengmg the lagallty, valxdlty, or e.nibmeabmty of thiz Agreement. )

13.11 A_OTI&LI&ELSLMQ Nothing in this Agreament will Hinit any authority -

of the. I.chslature of the State of Gahfomm to allocate or reallocate water,

13.12 Right to Ammend the Admmjgmgnvg Code. Noththstandmg anyth.mg to the -

‘ cc.mtmry in this Agreemcnt, express or implied, Metropolitan shall have the right to amcnd the.
' Administrative Code at its sblq d.isurc%tidn, except that, for the purposes ;)f this Agreement, no
stich amendment shall l;ave the effect of changing or modifying Para.graphs 8.1 and 8.2, or the
-obligaﬁq'n of Metropolitan o rle]iwlrcr Bxchange Wu'terl heren;xciei:, unless such effect is first '
'approve(i by the Board ofDirpct'o_rs .of SDCWA. |
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1313 Rightto Aménd Transfer Agreement and Allocation Agrcement,
Notwﬂhstandmg myﬂnng fo thn coutmry in this Agrcemmﬂ, r:xpress or implied, SDCWA iall
have the tight to amend the Transfer Agwcmunt ind/or the Allocation Agreement at itssole
discretion, cxccpt that, for purposes of this Ag;reement. 1o Bnuh mncndmcnt shall havc the effect
of changmg or modlfying Para,graphs 8. 1 and 8.2, the obligatxon of SDCWA.fo MakeAvaﬂable
Conserved Wgtpr and/or Canal Lining Watér hereunder, or the Price payable by SDCWA with
rospett to any Exchange Water, or be binding on Metropolitan, unless éuch’ effect is first

_approved by tha Boerd of’ Duectoxs of Metropolitan.

13, 14 Counterparls, 'I‘lns Agreement may be éxconted in two or more counterparts,
each of which, when executed-and deh'vemd, shall. béanou:iginal and all of which together shall
constitute one instrament; with the same force and effect as thongh =l sigoatnres appéared ona

- smgle document.

13. 15 Audxt. EBach Party shall be responsible for assuring the acmn'acy of its hooks, -
records and accounts ofbillmgs pajmnnts, metetmg of water, and ofher resoxds (whether on
‘hard copy ox in electromic o ofher format) c"ndanmng the perfannance ofits obligatlons pursuant
to this Agreementand shall maintain all such records for not less than three years Fach Party
will have the nght to audit thc other Paxty's books and xecords relatmg to this Agreemmt for
pmposes of determining complianes with this Agreement during the term hereof and for apod
of three years follawing tenmnzuqn of this :Agrcmmt. Upon reasorable notice, each Party shail -
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coopeate fully with any such audit and shall peeniit gooess to its books, records and docounts as .

may be necessary to conduct such sudit,

. IN WITNESS WHERBOF, the Pacties havo axconted this Agrecanent s of the

date: fivst written ebove. : ) o

' Approved.as to Form: " The Metropolitan Water District of Southern Califoroid.| _

Chief Bxecntive Officer )

. The San Diego ComztyWatexAuﬂ:&ﬁty
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METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Date: June 18, 2004
To: Member Agency Managers
From: Ronald R. Gastelum, Chief Executive Officer

271 of 355



Water Policy Committee
July 14, 2004
Page 3 of 7

Subject: Rate Structure Integrity

For several years we have discussed the continuing financial risk to Metropohtan and the
member agencies from the threat of legal or legislative actions undermining our rate

structure. As in the past, some entities for their own gain may challenge the rate structure

* in order to convey water at-a lesser cost than as required to properly maintain the

system’s integrity and reliability. This challenge is not presented by deficiencies in the
rate structure, but by the continuing economic attraction of lower cost based agricultural
transfer water if it can be conveyed into our service area at'marginal cost. Historically,
this has specifically meant challenges to the system access rate and, in the future, perhaps
the water stewardship charge. . )

One indication that such concerns are still valid was the San Diego County Water
Authority’s position in the QSA agreement reserving their right to challenge
Metropolitan’s uniform wheeling rates after five years from the date of execution of the
QSA. (

The problem is not member agencies questioning or trying to change the rate structure in
an open policy deliberation where all agencies may participate. As long as it is done
within our regular board proceedings there is a high likelihood that both the discussion
‘and outcome would be constructive and produce an equitable and financially sound
result. No single member agency has a majority of the votes and the committee system
encourages consideration of all member agency positions. The recent modernization of
Metropolitan’s rate structure, accomplished with the technical assistance of the member
agency . managers, is the best evidence of the healthy and responsible democratic
decision-making process here at Metropolitan.
Our infrastructure costs are going up. Infrastructure costs for agricultural water supplies
are relatively low. We have also made a collective decision to commit hundreds of
millions of dollars to conservation, local resources, and seawater desalination projects.
This resource decision was based on sound reasoning that balanced risk, reliability, and
cost. But, these resources may not always be the least cost water supply options for
Metropolitan and individual member agencies in the near-term.” Demand management
projects supported through stewardship rates present long-term advantages in the form of
greater reliability and the .

mitigation of risk that comes with short-term options such as water transfers. In the end,
we believe the IRP strategy will result in better local and regional reliability, even though
these investments may increase our short-term costs relative to other alternatives such as
agricultural water transfers.

I will acknowledge that my assessment of the threat has been shaped by my previous
experience in the waste management industry, and the past several years where _
Metropolitan has had to deal with direct legal and legislative assaults on Metropolitan’s
wheeling rates. In the waste management field, I saw well-intentioned companies and
public agencies make large investments in recycling and more environmentally friendly
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waste treatment technologies only to find themselves burdened with uncompetitive high
costs while competitors continued to be permitted by law to offer less costly low
technology land disposal options.

Those that seek an economic advantage can characterize the issues in many ways. For
example, it wasn’t long ago that Metropolitan’s rate structure was being described as

. monopolistic and archaic. Metropolitan was vilified for blocking a “free water market.”

These arguments, while unfounded, were used during the time that energy was being
deregulated in the late 1990°s to try and convince the State Legislature to mandate a
different rate structure. However, these arguments ignored the clear evidence that such a

- mandate would result in inequitable cost shifts among the member agencies. It took a

debilitating California energy crisis and an unexpected financial collapse of Enron to
alarm the Legislature and quell the “reform” proposals that were being aggressively
advocated by SDCWA and private water marketers.

Diﬁfering views may be honestly held, but the economic risks remain. The member
agencies and their customers ultimately bear the burden of unfair cost shifts evolving at
the regional level. Further, member agenc1es themselves face a risk of financial
instability. When costs are rapidly rising to pay for needed infrastructure investments the
cost of new supplies may become unpredictable, making it more difficult to plan and

‘finance local proj ects. Thus, the current proposed inember agency seawater desalination

projects recognize the need to manage this risk through state, federal and Metropolitan
subsidies. -

As we continue to implement Meiropolltan s IRP and comparable member agency plans
we have a choice. We can assume that wheeling rate threats are behind us as a result of
recent past successful efforts against the legal and legislative challenges or we can
consider actions that can be taken to mitigate the risk of challenges to a predictable
revenue base that supports our planned regional and local investments.

I believe we share a responsibility to identify the risk, promote careful analysis, and
mitigate the risk if it is significant. Metropolitan’s board and the member agencies after
due consideration may determine that the risk is not significant, or that even if significant,
they are prepared to assume the risk. These judgments can be made. However, at this
point we have yet to fully evaluate the risks and possible mitigation strategies.

I have attached proposed language for inclusion in all new Metropolitan LRP and
seawater desalination grant agreements with member agencies. I propose this as an initial
attempt to mitigate the risk I have described.

The proposal recognizes that the IRP strategy will require hundreds of millions of dollars
for Metropolitan grants for local projects. It asserts that as a condition of receiving a -

competitive grant, recipients not deliberately engage in actions outside of the .
Metropolitan board proceedings that would jeopardize Metropolitan’s rate structure. The
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intention is to prevent cost shifts among member agencies and promote regional
cooperation in making needed long-term infrastructure and water supply investments.

I do not believe such a provision is unreasonable or out of the norm. In commerce or
charity one would be hard pressed to find any benefactor willing to allow its recipients
the wholesale right to compromise its financial stability to seek further advantage.
Simply put, it is usually bad business and not healthy for long term relationships to “bite
the hand that feeds you.” In this case, the recipients are individual member agency
grantees, and the benefactors are the other member agencies and with their collective
consent, Metropolitan.

The rate structure integrity language I am proposing permits grant recipients to bring
challenges. However, to encourage them to make their reasonable arguments within the
Board’s rate making process where all agencies can participate, the penalty for out51de
challenge is loss of future unpaid grant proceeds.

Finally, Metropolitan is not obligated to provide grants. There are many more grant
requests than funds allocated. It is reasonable to request that voluntary grant recipients
(member agencies with full participation rights in Metropohtan’s govemance) agree that
they will refrain from attacking Metropolitan’s rate structure in court or in the legislature
as a grant condition. Beyond forced cost shifts, the cost and risk to Metropolitan and the
member agencies of high profile fights in the courts and the leglslature is incalculable
harm to broader reglonal objectives.

Due process protections have been built into the proposed language at the suggestion of
member agency managers. The Metropolitan CEO does not have unilateral authority.
An opportunity for mediation and appeal to Metropolitan’s board is also provided.

I am open to other ideas and am attempting to begin a meaningful discussion. I am
looking forward to your comments and the discussion at our July Member Agency
Manager’s meeting. I recommend that we focus our discussion on three topics:
evaluation of the risk I have described, the proposed rate structure integrity grant contract
prov1s1on, and other ideas. Thank you for your atfentlon and input on this important
issue.
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Proposed language for inclusion in all new MWD LRP and seawater desalination grant

agreements with member agencies

(Attachment to June 18 memo from CEO Gastelum to MWD member agéncies)

Rate Structure Integrity

[Grantee] and [Member Agency if different than Grantee] agree and
understand that Metropolitan’s rate structure supports funding for the LRP, as
well as other programs designed to meet Metropolitan’s Integrated Resources
Plan water supply reliability goals. ~_ and further
acknowledge and agree that Metropolitan’s existing rate structure and-

- methodology, as well as its current rates and charges and any rates and
charges that have been adopted by Metropolitan’s Board of Directors but are
not yet in effect, are valid and have been properly adopted in accordance with
both Metropolitan’s rules and regulations and all applicable laws.

_and agree that they will address any and all future
issues, concerns and disputes relating to (a) the System Access Rate and Water
Stewardship Rate and/or (b) those portions of any future Metropolitan rate
structure and methodology intended to recover comparable costs associated with
Metropolitan’s conveyance and distribution system or demand management
programs (hereafter “Rates and/or Rate Structure”) through Metropolitan’s Board
process, and.not by filing or participating in any litigation or supporting
legislation to challenge or modify Metropolitan’s Rates and/or Rate Structure.
The Parties further agree that if either or____ , or both of .

‘them, file or participate in litigation or support legislation to challenge or modify

Metropolitan’s Rates and/or Rate Structure, and any Legislature or court of
competent jurisdiction finds or declares any portion of them to be invalid or
otherwise unenforceable, Metropolitan’s Chief Executive Officer may file a 90-
day notice of intent to terminate this Agreement with Metropolitan’s Executive
Secretary with copies to all members of Metropolitan’s Board, and
contemporaneously provide and " with a copy of the notice.
Within 30 days of receipt of such notice and shall have
the right to request in writing mediation of the dispute by a third party neutral

with expertise in finance and rate setting. The mediator shall be selected by
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agreement of the parties, or failing agreement within 30 days of such request for
mediation, a mediator shall be selected by the Metropolitan Board of Directors
from a list of at least 4 candidates, two of which will be supplied by

and and two of which will be supplied by Metropolitan’s Chief
Executive Officer. The costs of the mediation shall be borne equally by the
parties. The request for mediation shall also serve to stay the 90-day notice of
intent to terminate, but for no more than 90 days beyond the filing of the notice of
request for mediation, unless otherwise agreed in writing by the parties. If
mediation does not result in an agreement acceptable to each party to this
Agreement, within the time provided herein, the notice of intent to terminate shall
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be reinstated. Unless Metropolitan’s Board of Directors acts to disapprove
termination of this Agreement, this Agreement and all of Metropolitan’s
obligations hereunder shall terminate on the ninetieth day following filing of the
notice to terminate, or if mediation has been requested as described above, the
ninetieth day following the request for mediation (or other date agreed in wntmg
by the parties).
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MINUTEs
REGULAR MEETING OF THE
BOARD OF DIRECTORS'
THE MEfRQPOLITAN WATER DISTRICT.OF‘SOUTHERN CALIFORNIA

DECEMBER 14, 2004

46011 = The Board of Directors of The Metropolitan Water
District of Southern California met in Regular Meeting in the
Board Room located in the building at 700 North Alameda Street
in the City of Los Angeles, State of California, on .Tuesday,
December 14, 2004.

'Chairman Pace called the Meeting to order at
12:07 p.m.
46012 The Meeting was opened with an 1nvocat10n by Dlrector
Isadore Hall III.

46013 The Pledge of Alleglance to the Flag was given, led by

.‘Counc1lman Robert Bagwell of the C1ty of Montebello.

46014 - Board Secretary Hansen called the roll._ Those
answering present were: - Directors Abdo, Bakall, Bannister,
Blake, Brick, Brown, Coughran, De Jesus, Dentler, Dick, Edwards,
Farrar, Fellow, Foley, Grandsen, Hall, Hansen, Harris, Koopman,
Kwan, Lewis, Loveland, Luddy, Morris, Murray, Mylne, Pace,
Parker, Peterson, Pocklington, Record, Rez, Simonds, Tait, and
Wright. '

Those not answering were: Directors Apodaca and Veres

(entered 12:20 p.m.).

Chairman Pace declared a quorum present.

46015 Chairman Pace invited members of the public to address

the Board on matters within the Board’s jurlsdlctlon No

,memherq of the public- responded
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Minutes ‘ -2~ December 14, 2004

46016: There being no objection, Chairman Pace ordered the
reading of the Minutes of the Meetings of November 9 and 23,
2004, dispensed with, copies having been mailed to each
Director.

Director Coughran moved, seconded by Director Blake
and carried, approving the foregoing Minutes as mailed.

. 46017 Staff from the education section of the External

A-F-F;n rs Grm'm intrnduced students from k1nHr=r(Tartpn t+n ]’\1rjh
school, whose artwork was featured on Metropolltan s 2005 "Water
is Life" calendar.

46018 Chalrman Pace presented to Director Emeritus. Bonny L.
Herman 'a Commendatory Resolution for her service on
Metropolitan's Board from Aprll 1995 to April 2004, representing
the City of ‘Los Angeles. i

Director- Veres took his seat at 12:20 p.m.

46019 Chairman Pace reported that on November 20, 2004,
Metropolitan hested the dedication of the Allan Preston Museum
at Gene village, and thanked Mr. Preston for all his efforts and
work at Metropolitan. The Chair also acknowledged
Metropolitan's Met Vets who assisted in the museum event.
Certificates of Appreciation were given to retirees Darrell
MubDiide, Gary Hazel, -Duu Sullivau, Ron Joluson, Roberi Garcia,
Mike Young, Edward Garcia, Jake Stanish, Sheila Landsman, and
Don Grant. Mr. Young accepted the Certificates on behalf of the

group.
The Chair presented Commendatory Resolutions to:

Director Emeritus Fred Lantz who is retiring after
17 years of service at Burbank Water and Power, and who
served on Metropolitan's Board from January throéugh March
1999, representing the City of Burbank. :

Gerald Géwe, Assistant General Manager—Water at the

Los Angeles Department of Water and Power, following'q
38-year career with the City of Los Angeles.
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David Furukawa, who 1is retiring after 30 years of
service, with the last 19 years as Metropolitan's
Controller.

Ronald R. Gastelum, Metropolitan's Chief Executive
Officer, and who previously served on Metropolitan's Board
- from January through November 1998, and previously served
as a member of the General Counsel's office and as
Metropolitan's legislative advocate in Washington, D.C.

Director Lewis withdrew from the.Meeting at 12:28 p.m.

46020 on behalf of the Nominating Committee, Director Record

'répuLLed the commiilbee wet on September 7, 2004, to counsider

filling a position on the Inquiry and Review Committee; and
after consideration for the position, the committee nominated
Director David Farrar for the position on the Inquiry and Review

Committee for the three-year term commencing January 1, 2005 and -

ending December 31, 2007.

Director Record then moved, seconded by Board
Secretary Hansen and carried, that Director Farrar be elected
for the position on the Inquiry and Review Committee for the
three-year term commencing January 1, 2005 and ending .
December 31, 2007.

46021 Chairman Pace reported the Executive Committee had
authorized the Chairman to put together a program for transition
to a new Chief Executive Officer after Ronald R. Gastelum steps
down on December 31, 2004. Executive Vice President Gilbert F.

"Ivey will be the Interim Chief Executive Officer, effective

January 1, 2005. Mr. Gastelum will assist during the transition
period as advisor to the Chief Executive Officer and the Board
for a period of time, not to exceed six months, with the terms
subject to approval of the General Counsel.

Vice Chairman Foley moved, seconded by Board Secretary
Hansen and carried, approving the appointment of Gilbert F. Ivey
to be the Interim Chief Executive Officer and Ronald R. Gastelum
to be advisor to the Chief Executive Offlcer and the Board for
up to six months. / ‘ -
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46022 Communications, Outreach and Legislation Committee
Chair Fellow reported the committee considered the Inspection
Trip Program and, after hearing from members of -the public,
approved the continuation eof the' inspection trips. Chief
Executive Officer Gastelum stated that this program has been a
positive experience for Metropolitan,. and one that has been
reviewed continuously from the beginning. He continued that in -
moving forward, this experience has given Metropolitan the
opportunity to hear from the public on how we:can improve and
continue to provide this program.

Director Blake moved, seconded by Director Edwards and
carried, and the Board reaffirmed support for continuation of
the Director-Sponsored Inspection Trip Program as set forth in
the letter signed by the Chair of the Communications, Outreach
and Legislation Committee on December 7, 2004.

46023 On behalf of the City of Los Angeles, Councilman
Dennis Zine presented Commendatory Resolutions to Chief
Executive Officer Ronald R. Gastelum and Chairman of the Board
Phillip J. Pace for their efforts in water management for .the

" -Southern Califernia region.

46024 .Chairman Pace presented plaques.of appreciation to
Board Secretary Hansen and Director Luddy for their
chairmanships on the Desalination Subcommittee and the Water
Planning, Quality and Resources Committee, respectively.

46025 . Chairman Pace thanked all the.Directors at
Metropolitan for giving him the privilege of serving the Board
as Chairman for the past six years. He reviewed somé of the
major events that took place during his tenure: the completion
of Diamond Valley Lake, innovative dry-year storage programs,
added conservation, environmental protections for the source of
water, the Quantification Settlement Agreement on the Colorado
River, a CALFED bill passed by the U.S. Congress, the Inland
Feeder Program, a strategic plan on rate structure, the
Integrated Resources Plan, and developments at Diamond valley
Lake to include The Center for Water Education.

. Executive Vice President Ivey thanked the co-sponsors
of last night's holiday event: David Argo, Black & Veatch; Russ
Behrens, McCormick, Kidman & Behrens; Ed Casey, Weston Benshoof;
Steve Friessen, Boyle Engineering; Kevin Hunt, Municipal Water
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Discrict of Orange Couniy; Paula Jones, irvine KRancn wacer
District; Jerry King, EMA, Inc.; Mike Rudinica, Robert Bein,
William Frost &.Associatgs; Bob Siemak, Parsons;'John Thornton,
Psomas; and Bob Apodaca,’ Central Basin Municipal Water District.

46026 Regarding Colorado River, Bay-Delta, and CALFED
matters, Chief Executive Officer Gastelum referred to his
activity report for November dated December -7, 2004, which was
distributed earlier.

Chief Executive Officer Gastelum reported that more
supplies have been made available to Metropolitan from the
Colorado River than was projected earlier in the year, and that
eight pumps were being pumped right now with full pumping to
continue through the end of the year. '

46027 = Regarding Legal Department activities, General Counsel
Kightlinger referred to his activity report for November dated
December 7, 2004, which was distributed earlier.

~ General Counsel Kightlinger reported that of
significant impertance to Metropolitan are two cases that the
Legal Department will be taking note of during the coming year:
Central Delta Water Agency, et al. v, State Water Resources
control Board and the PG&E Potter Valley Project - 60-day Notice
of Intent to Sue.. )

46028 General Auditor Riss presented a summary report of the
Audit Department's activities for the month of November. He
began by noting that two audit reports were issued during the
month. Specifically, he noted the Official Statement for the
Water Revenue Bonds, 2003 Series :B-3 and B-4, and the Official
Statement for the Water Revenue Refunding Bonds, 2004 Series C.

. Mr. Riss then conducted a brief discussion of these
reports. He noted that these reviews of the Official Statements
for the above-named Bonds were undertaken to provide the
underwriters of the Bonds "comfort" that the Official Statements
for the Bonds are complete, consistent with supporting financial
records and accurate in all material respects.

© In addition, Mr. Riss stated that the Audit Department
has been assisting in putting.together the 180-day response to
the state audit, which will be filed toward the end of the year.
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46029 Ethics Officer Elliott referred to her activity report
for November dated November 29, 2004, which was distributed .
earlier. She reported that the Inquiry and Review Committee was
conducting a formal review of allegations of impropriety in the
award and administration of a contract to Securitas, the company
that provides security to Metropolitan's facilities. The
committee determined that the scope of the review was twofold:
the use of Metropolitan's property by the contractor, which will
be investigated by an internal audit to be completed within
30 days; and the next being questions of irregularities in the
award of the contract to Securitas, which will be investigated
by an external investigator. The committee will meet on

January 25, 2005 to review the process of the investigation.

" Dr. Elliott reminded the Directors of the upcoming
presentation on disclosure and Form 700 on January 25 by
Attorney Steven Churchwell, external counsel to Metropolitan,
and formerly General Counsel to the Fair Political Practices
Commission. She urged  the Board and designated emplovees to
attend the meeting. -

46030 ‘Chief Executive Officer Gastelum commented on the
‘report dated December 14, 2004, distributed to the Board
regarding the Award for Excellence for fiscal year 2003/04.
This program awards employees for exemplary performance.

- Mr. Gastelum also reported on the Prism awards
received by the External Affairs Group for its internal and
external programs during fiscal year 2003/04. He stated that
the External Affairs Group competed against the largest national
and international public relations agencies and against major
corporations such as Toyota, Boeing, and McDonalds. Chief
Executive Officer Gastelum recognized those employees from the
External Affairs Group who participated in this award program.

4e021 - Tho repcxts ¢f the Standing Committecs arc .as £zllciuz:

Chairman Pace reported the Executive Committee, at its
meeting of November 23, discussed and approved the proposed
items for December's Board and committee agenda items. The
committee was informed there will be a name change regarding the
use of the word “"filtration" at the various filtration plants to
keep in line with the use of the correct name and regulations
with today's technology. The new name will reference
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"treatment" plant. The committee heard reports on activities of
the Audit Subcommittee and the Colorado River Board. An update-
was given on the status of the search for the Chief Executive’
Officer. The committee approved the nomination of Executive

‘Vice Doosident Gilbert F. Ivey fon tlis pu.:.u_;Uu Of Iuterim Chiel

Executive Officer while the search and hiring of a Chief
Executive Officer takes place.

_ Asset, Real Estate and Infrastructure Policy Committee
Chairman Record reported the committee received updates on the
status of real estate activities and on actions taken at the
Diamond Valley Lake and Lake Skinner Over51ght Subcommlttee
meeting of November 23 2004,

Budget, Finance and Investment Committee Chairman
Mylne reported the committee unanimously approved Agenda
Item 8-3 with the stipulation that capitalization criteria for
investment banking team members be reviewed at the January
committee meeting. The committee also unanimously approved
Agenda Item 9-3 and Committee Chair Mylne requested it be moved
to the Consent Calendar. .

Communications, Outreach and Legislation Committee
Chairman Fellow reported the committee heard reports on the

“annual exhibit for the "Water is Life" art contest; the upcoming

event on December 17 saluting Senator Diane Feinstein for her
work on CALFED; the restructuring of the Community Partnering
Program for fiscal year 2005/06; the special "Straight from the
Tap" episode on "A California Friendly Garden Makeover"; and the
current activities from both Washington, D.C. and Sacramento.

Engineering and Operations Committee Chairman Wright
reported the committee approved Agenda Items 8-1, 8-2, 9-1, and
9-2, and requested Items 9-1 and 9-2 be added to the Consent

Calendar. The committee deferred Agenda. Ttem 9-10 to the full
. Board for consideration. The committee heard oral reports on

the Inland Feeder Program and the system operations and

~accomplishments for the vear 2004. A year-end video on the

accomplishments made by Engineering in the year 2004 was shown.

Legal, Claims and Personnel Committee Chairman
De Jesus reported that the committee approved Agenda Items 8-4,
8-5, 9-6, and 9-7 and requested that Items 9-6 and 9-7 be placed
on the Consent Calendar. In closed session, the committee heard
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a report on potential claims and the status of the Arrowhead
Tunnels construction of the Inland Feeder Program. The
committee tabled the report on Arizona v. California to the next
month's meeting. The committee also heard a report on
Proposition 59, approved by the voters in November, regarding
constitutional changes to the Public Records Act.

Water Planning, Quality and Resources Committee
Chairman Luddy reported the committee held a public hearing on
key accomplishments and information contained in Metropolitan's
annual water management progress report to the Legislature. The
committee discussed CALFED ten-year funding targets. The
committee approved a modified Option #1 in Agenda Item 9-4,
deferring- the effective date until April 15, 2005, to permit
additional recommendations and study of a dedicated Water
Stewardship Fund. In closed session, the committee heard Agenda
Item 9-5, the settlement  agreement rélated to the Department of
Water Resources' application for a new FERC license for the
Oroville Facilities. In open session the committee approved it,
and Committee Chairman Luddy requested Item 9-5 be placed on the
Consent Calendar.

Director Blake moved, seconded by Director Coughran
and carried, and the Board approved the Consent Calendar Items,

.M.I. 46032 through M.I. 46042, as follows:

46032 Adopted the California Environmental Quality Act
(CEQA) determination and (a) appropriated $720,000 in budgeted
funds (Appropriation No. 15371, No. 7, from the Revenue Bonds,
Replacement and Refurbishment or General Funds); and (b) awarded
a construction contract for $546,275 to Best roofing &
Waterproofing. Inc. to pmerform leak repajirs at Tensen Basin

No. 3, as set forth in the letter signed by the Chief Executlve
Officer on November 19, 2004,

46033 - Adopted the CEQA determination and (a) appropriated
$1.42 million in budgeted funds (Appropriation No. 15415, No. 2,
from Revenue' Bonds, Replacement and Refurbishment or General
Funds); and (b) authorized final design of roofs for tank farms
at the Jensen, Weymouth, and Mills treatment plants, as set
forth in the letter signed by the Chief Executive Officer on
November 19, 2004. '
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Director Morris requested to be recorded as abstaining
due to a potential perception of a conflict of interest as his
son works with Montgomery Watson Harza Americas.

46034 Adopted the CEQA determination and amended the
recommendation set forth in the letter signed by the Chief
Executive Officer on October 19, 2004, and approved selection of
Metropolitan's investment banking team to provide services
associated with the future issuance of Metropolitan debt, with
"the stipulation'that capitalization criteria for investment
banking team members be reviewed at.the January committee
meeting.: '

- 46035 Adopted the CEQA determination and approved the
amendment to Administrative Code Section 7304 set forth in
Attachment 1 to the letter jointly signed by- the Ethics Officer
and the General Counsel on November 19, 2004, regarding
Conflicts of Interest.

46036 Adopted the CEQA determination and approved the
proposed amendments to Administrative Code Sections 1106 and
6225 as set forth in Attachment 1 to the letter signed by the
General Counsel on November 22, 2004, regarding Holidays,
effective January 1, 2005.

46037 . Adopted the CEQA determination and authorized enterina
into an agreement with MARRS Services, Inc. in an amount not to
exceed $3.6 million for construction inspection and support
services for Colorado River Aqueduct-related projects, as set
forth in the letter signed by the Chief Executive Officer on
November 19, 2004. :

46038 Adopted the CEQA determination and authorized an
amendment for an increase from $3 million to $5 million to the
agreement with the United States Forest Service for reimbursable
staff time on the Arrowhead Tunnels portion of the Inland Feeder
Program to an amount not to exceed $5 million, as set forth in
the letter signed by the Chief Executive Officer on November 19,
2004. o '
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46039 Adopted the CEQA determinatioﬁ and approved payments-
up to a total of $504 million for calendar year 2005 charges for

~ State Water Project and Devil Canyon/Castaic contracts, as set

forth in the letter signed by the Chief Executive Officer on
November 19, 2004.

46040 Adopted the CEQA determination and authorized
execution of a settlement agreement and supplemental benefits
fund agreement related to license conditions to be included in
the Department of Water Resources' application to the Federal
Fnaray Rermilatnyy Cammicsiorn for 2 new licaense undexr tha FTrdawal
Power Act for the State Water Project's Oroville Facilities, as
set forth in the confidential letter signed by the Chief
Executive Officer on December 2, 2004.

46041 Adopted the CEQA determination and authorized increase
by $100,000 of maximum payable amount under contract with
Bingham McCutchen LLP to defend Metropolitan in the appeal of
Louis H. Cardenas, et al. v. Metropolitan, as set forth in the
confidential letter signed by the General Counsel on

November 22, 2004.

46042 Adopted the CEQA determination and authorized increase
of $750,000 in maximum amount payable under contract with
Bergman & Dacey to defend Metropolitan in related lawsuits
challenging the, employment status of temporary workers-in
Dewayne Cargill, et al. v. Metropolitan, LASC Case No. BC 191881
(cunsuildaied willi LASC Case Nos. BC 194444 and BS 052316}, as
set forth in the confidential letter signed by the General
Counsel on December 7, 2004.

Director Dentler requested to be recorded as
abstaining due to a conflict of interest, as her husband
represents one of the parties to this action.

46043 Regarding the potential claims and status of Arrowhead

Tunnels construction of the Inland Feeder Program, no action was
taken. '

46044 Regarding Arizona v. California; United States Supreme
Court, this item was tabled to the next month's meeting.
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46045 Regarding inclusion of rate structure integrity
language in future water management program incentive
agreements, Director Loveland stated that there was the
opportunity. to develop a consensus-based solution to this item,
and that the General Managers of the member agencies that
submitted a proposal to Metropolitan's Chief Executive Officer,
at his request, have indicated they could complete that effort
by March 2005. ' Director Loveland requested that the Board glve
the member agency managers the extra time to bring their
recommendation back to the Board. Director Loveland then moved
Option No. 3 in Board Letter 9-4 signed by the Chief Executive
Officer on December 2, 2004, to defer action until the member

agency proposal on rate structure 1ntegr1ty language is
r'-nmn1c=+-nr-| in Mavrch 20N%

Water Planning,_Quality and Resdurces Committee
Chairman Luddy reported the committee had approved Option No. 1.

. in the board letter with amendments to include the extension to

April 15 for the member agency managers to develop their

recommendation, which would be taken up at the committee meeting.

on March 15, 2005. Director Luddy therefore stated that the
action of the cemmittee should move forward, and then moved -

-Option No. 1 in the aforementioned letter, as amended, as

follows:

Adopt the CEQA determination and authorize inclusion of
rate’ structure 1ntegr1ty language, as specified in Attachment 1
to the board letter, in all future Local Reésources, Seawater
Desalination and Conservation programs, and in all existing
Local Resources Program agreements that were approved subject to
Néyuiialiuy tiie rate stiuctule ilunteyrity lauguaye; aud

e That the effective date of Option 1 be April ‘15, 2005 to
‘provide an opportunity to the Board for consideration;

e That member agency managers be invited to make further
recommendations to the Board on the approved rate structure
integrity language at the March 15, 2005 Water Planning,
Quality and Resources Committee meeting; and

e That staff be directed to report to the Board on the
feasibility of establishing a dedicated Water Stewardship
Fund as part of the 2005/06 budget.
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Following a discussion on rate stability, the
differences in the options, and definitive dates, Director
Loveland again moved, seconded by Director Koopman, to defer
action until the member agency proposal on rate structure
integrity language is completed on April 15, 2005.

) Following further discussion on conservation, recovery
of groundwater basins, recycling of wastewater, and not delaying
the program, Director Luddy moved a substitute motion for Option
No. 1 in Board Letter 9-4, as amended by the committee, and set
forth above. Director Murray seconded the substitute motion.

The Chaif_calied for a vote on the substitute motion.

-The following is a record of the vote on the
substitute motion:

Ayes: Burbank (Dir. Brown, 1,287 votes), Calleguas

Municipal Water District (Dir. Grandsen, 5,928 votes), Central

~ Basin Municipal Water District (Aye: Dir. Pace. Absent: Dir.
Apodaca. 8,128 votes), Compton (Dir. Hall, 230 votes),
“Fullerton (Dir.. Blake, 1,090 votes), Las Virgenes Municipal
Wator Digtwict (Dir_ Dotarsen, -1,278 wotes), Long Booch (Di-,
Hansen, 2,669 votes), Los BAngeles (Dirs. Dentler, Farrar, Luddy,
and Simonds, 28,088 votes), Municipal Water District of Orange
County (Dirs. Bakall, Dick, and Foley, 18,844.50 votes),
Pasadena (Dir. Brick, 1,381 votes), San Fernando (Dir. Veres,
109 votes),. Santa Ana (Dir. Coughran, 1,574 votes),. Santa Monica
(Dir. Abdo, 1,648 votes), Three Valleys Municipal Water District
(Dir. De Jesus, 3,706 votes), Torrance (Dir. Wright, 1,652
votes), West Basin Municipal Water District (Dir. Murray,
4,887.50 votes). Total 82,600 votes. .

Noes: ' Anaheim (Dir. Tait, 2,622 votes), Eastern
Municipal Water District (Dir. Record, 3,570 votes), Foothill
Municipal Water District (Dir. Edwards, 921 votes), Glendale'
(Dir. Rez, 1,626 votes), Inland Empire Utilities Agency (Dir.
Koopman, 5,379 votes), San Diego County Water Authority (Noes:
Dirs. Loveland, Parker, and Pocklington. Absent: Dir. Lewis.
26,222 voies), San Marino (vir. morris, 5ud votes), upper san
Gabriel Valley Municipal Water District (Dir. Fellow, ‘5,256
votes), West Basin Municipal Water District (Dir. Kwan, 4,887.50
votes), Western Municipal Water District of Riverside County
‘(Dir. Mylne, 5,043 votes). Total 63,519 votes.
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Abstaih: None.
Absent: None.

The Chair declared the substltute carried by a vote of
82,600 ayes and 63 519 noes.

46046 At 1:49 p.m., the Chairman called the Meeting into
closed session pursuant to Government Code -Section 54956.9(b) to
consider potential claims on Contract.No. 1542 for the Arrowhead
Tunhnels of the Inland Feeder Program.

At 2:07 p.m., the Chair called the Meeting into open
session. Chairman Pace reported that the Board directed staff
to continue with negotiations.

Directors Hall and Record withdrew from the Meeting at

2:14 p.m.

Director Simonds withdrew from the Meeting at
2:21 p.m. ' '
46047 Chief Executive Officer Gastelum reported that

' Item 9- 10 was an important part of the San Diego Pipeline No. 6

project and two bids .were received. Since there were some

.questions regarding the bids, staff. waited for some time to

bring this item to the Board. The questions have now been
resolved and staff was now requesting that the Board go forward

~with awardlng the contract to the winning bldder

There was discussion regarding the winning bidder and
other work that the contractor has done for the District, and
whether this item has to go forward at this time. Director
Bakall moved, seconded by Director Peterson, that this item be

. tahlad  The mntion ta ¥able did not carrv

Director Bannister then moved, vseconded by Director
Murray and carried, and the Board adopted the CEQA determination
and (a) appropriated $65.8 million (Appropriation No. 15121,
No. 11, from Revenue Bonds, Replacement and Refurbishment or
General Funds); and (b) awarded a contract to J. F. Shea
Construction, Inc. for $65.806 million for construction of the
North Reach of San Diego Pipeline No. 6, as set forth in the
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tter signed by the Chief Executive Officer on December 7,
S

Directors Bakall and Coughran requested to be recorded
no. ’

The following communications were submitted to the -
information:

Proposed Water Management Pilot Project with Lower
Tule River Irrigation District, signed by the Chief
Executive Officer on November 19, 2004.

Restructuring of the Community Partnering Program for
fiscal year 2005/2006, signed by the Chief Executlve
Officer on November 24, 2004.

There‘being no objection, Chairman Pace adjourned the

_ Meeting at 2:28 p.m. in memory of the late Dlrector and Chairman

of the Board E. Thornton Ibhetson

HELEN Z. HANSEN
SECRETARY

PHILLIP J. PACE

CHAIRMAN
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M. Tim Brick, Chajrman and Members of the Board
Metrapolitan Water District of Settheni Cafiforar -
P.O. Box 54153 : .
Los Asigeles, CA 90054-0153

Rer - i"rop.gse'd Water Rates totie Effective Jawdaty 1, 2011 .
Diear Chiairman Brick and Members.of thé Board:

; Introduction and Sunmary of Canelusions. Lverite oxt behalf ofthe San Diege County

. " Water Authorily 10 express the basis 6f our conelusivn that the proposed water rates fmt
Moetropolitan’s- staff recommends for Board adopfioil on Apiil 13, 2010 do not comply ‘with
industry practice er California law, ‘This opinion is based on our yeview of the rates, Board -
letters and attachments. that purperf to justify them, an Apsfl $" memo from your Gengral
Manager. and Generil Cauntsel which sesks to. rébut these goncetis #s expratsed hy-the Water
Authority at the Board’s Match 8% mesting (the April 3" memo™), the Apdl 6™ report From
Raftclis Firancial Consultants (“April 6" Reftelis Repoit®), umd pther Mutrapolitan documents.
We have.also reviwed the Wil Aythivrty letter 8 March 8, 201, the Raitle Wells Asyotiates
memorandum attached to that letter, the pubilfe hearfng Rstivisny of Dennis Lushrrin, and fhe
further Tetter from the Water Authority dated April 12, 2010 and a Brrtle Wells memarandutr
attached to that: letter of that same date,  For the seasons expressed below, We conclude the
proposed wates de not reflect indnstry pragtice ad are et consistont, with the yeqiirements of
California taw.- In patticular, the rates 35 projiosed de nofnieet Mafrdpolitaiits legal obligation to
adopt rates which reflect the actual; reasonzble-aiill profortionate dost of strvirlg each costoirer
of Metropolitan, Actordingly, we urgs your Board fo reffain flom adopting these-tates and ta
direct Mettopolitan staff to. tevise the preposed rates to address the specific igspes which are
addressed in the Bartla Wells therjoranda, this letier ‘and correspondéncs and testimony

_ previously provided.by the. Water Authority. : :

Diseussion, Mefropnlitsn i légally obligatisd to inpose, and. clgims that it has imposed,
a rate sttneture that refleots costs ‘to. serve- ifs variaus customters fhat are real, reasonable, and -
propurtiomate to. fhe cost of service. “Thiy olilipation derives fiom Metrapolitan’s prinsipal aet,
< Proposition- I3 and statutes implemeénting it, and the comtnon Iaw of ufility - rate-maling
develaped by Califmia courts. ' - . R

98057.6




Metrspohfan Water st{nct of Southam Califoriiia
April 12,2010
Page 2

Metrgguhtam 8 Pnncxgal Act, Water €Code Appendix Section 109-134 (West’s) staxes that
Metropolitan’s rates “shall be pnfformr for Iike classes .of sérvios throughout the district.”
Metropolitan may net establish rates fiat dmmmmafe bepween similarly sitwated customers.

Rather, Metropolitan’s rates must be cquitable and app@rtmn costs equitably amony its

customers. . )
roposition 13 and Iis Im‘lemenﬁn Stafutes Pre;) 13 requlres two—thlrds voter

appraval of “spectal taxes,” California Constitdtion Avtisls X1 &, Section 4. The Legislature
fmplemented that section by adppting C”r'ovemment Cods Segtion 50076, which states:

As used in this arhcle, “special fax™ shall not inofude any fee which does not
exceed the reasonable cost of providing’ the service or regulatory setivity for
whiich the fee is charged-and which js it lexied for general tévenue purpascs

Unless Metropolitan intends fo obtain voter approval nfﬂsratesas special taxes, those rates must
comply with this exception to Propesition 13 and. be liited to. the %easonable cost of providing
+ the service ... for whieh thte fis Is cherged.” The courts have.anplified fiis standard. Beattmont
_‘Inve.sttors v Beau»iant»-Chen;y Valley Water Distrivt, 165 CallApp,3d 237, 234-35 (1985),
involved a challenge to-z water coitricgtion fee impated by the d;ﬁ‘ndantdlsmct on the plaintiff

apartment deveioper That court artlenlated the edst-linttaion prinmplc of Proposition 13 for

Waierrates and charges as follows;

* Bath plaintiff and defendant agree that the facililies fov, enacted by defondant, if
reasonably related to the cost of the service for whish it wis finposed, would £l
within the scepe of the “service” fee defined by Government Gode section 50076,

. and would thus lis quiside of the definition of “Epeejal tax™ 4= conteriplated by,
Praposmon 13, Botl agres further that niqfendam astamtonly croated frdigation

+ district; is within the ambit of Propesitien 13,

" Hengs, the sole issus Befoie s tioils down, t whether the mndxd demonstrates
that the facilities. fee shught i bg imposed by«lefendunt does ardues mot “exeerd
the. reasongble cost” of eonstriating the witer system tiprovéinents chnternplated
by the District. Such a shewing would requite, at the yiniatum, evidence: of
(1) the estritafed eoustraction oty 'of the proposed water system improvaments,
and (2) the Distriet’s basis for Heferminimg fie amennt of the fee afocated to
plaintiff, ie, the manner fi which defindant apporfitsied the -contemplated
construction costs amorig: the fedv josers, sueh that the charge allotated to
plaintiff bore a fair or reasopable: relation te plabitif*s burden on, and
benefits from; the system, il w Conty of Lrindty, supre, 108 Cal App.3d at
pp. 659-660, 166 CalRplr. €7 County of Fresno v, Malmstrom® (1979) o4
Cal.App 3d 54, 983985, 156 Cal Rptr. 777.) (Benhinsis adcled::

T 980576




" Metropolita Water District of Sotfiters Califoraja
April 12, 2010 |

Page 3 .

. Thus, Mefropolitan’s rates must not exdy be limited to the “reasondble cost” of proviiing
services for which those' rates are imposgd, fHese rates must also “bear a fair or reasonable
.. relation to Teatli custpmer's] burden.on, and benefits from, the [watet] system.” Aceordingty,

Proposition 13 requires that water rates be proporstionate: to the cost of service to- éach customer
just as dees Metropolitan’s principal act. Othey cusesimposing this proportionate-oost standard
include Sap Diego. Gas & Electric Company v, 5 Diego County Air Pollution Control District,
203 Cal.App.3d 1132 (1988) (regulatory fees riust bepropurtionats to cost: of regulating emeh foe
payor), o : : : _ o

sununhry af these rate-making mles. Alfhough water chatgps of wholesalers-like Metrqpolitan
. are not “property related fees” snbject to Proposition.218, the substantive rules of Section 6(b) of
- Axticle XTI D of the Califoriiia Consfitutfon {unlike the pracerhural requirements of the baldncé
of that Section 6) provide irstructive gnidares to Metrapolitan and other wholesalers because
courts are very likely to look to flie kangiags of Segtion 6(b) in eyaluating the related
requirements of Proposition 13. Aticle XHI B, Secton 6(l)-states; in relevant paxt:

Requirements for Existing, New or Tacreasel Fegs diid Charges. A foo or chasge
shall rot be exteaded, imposed, or inbréaged by aity agengy unless it meets all of
-the following requirements: : S '

-{1) Revenues derived fiom the fus or shatige shiall npt 'é.xGaad the fands required to
. provide theproperty related service. ' o

. (2) Roveriucs derived ity the fée ue pharge shail 1t be used for ay pumpose
other than that-for wihtichi thie fee o chiarpe was Imposed. ' '

3) Tht;. amount of a fee or cherge inposed upon any parcel or person es an
incident of property ownership shall not exeeed the proportienal cest of the
" service attritartable to the parcel. A ,

Corginon, Law of Utility Ratemaking: Eyen before this 1978 adoption of Propasition 13,
Califoria law required utility rafes estilshshed hy foral severpments fike: Metropofitan ta be fiir,
teasonable, and proportionate 1o ths ceat of sevipe. Tk hadyof judge-made; or.comman, law
inuludos Biliott v. City of Pacifie Grove, 54 Cal App:3d. 53, 58:(1975), which deseribed the pte-
Froposition 13 mtesmaling standard lnrejecting & demurrerTo 4 shallenge fo a differential sewer
fate imiposei on custorners cutside the defendant city: : :

[Wle comclude thiat plhintiffs hdve stated 2 cauge of acton. The comglgmt ...

* “alleges sufficient facts warranting Judictd] telief i sk Facts can be established at
tial. It is alleged therein that the ordiriance.in question sets a sewer servics charge
for plaintiffs, whe are users oufside the city iimits, gt four Hires the rate set fnstde

98057.6
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the city limits withont any preper basis for fhe diffejential, This is an allegation
that the sower charge {mposed on plafntiff is wrireasonsble, Therk exists in
plainiiffs, as users of ¥’ public utHity’s sewer sevvive, 2 primary right that
they canmot be charged an unreasenzble rate Yor suvh service and there rests
ou fhe-city, as 2 publlic. utility; the correspinding duty not ta charge plaintiffs
an unredsonable ratg for:such gervicg, The edmiplaint seeks t6 enforce
. defendants’ oblgation 1 charge 2 reasonable rate. Having stated a canse of action
it will be incumbent upon plafififs ut tiid to sustain the burden of showing that
the rates charged them are umreaspnable and, therefore, diseriminatory.
(Emphasis added.) ’ o

' Similarly, in Boyntorn w Cily af Lakepors Mun. Séyier Dist. No. 1, 28 Cel.App.3d 91, 94
(1972), the Court of Appeal witerated the requiremerit that rates “iust be réasonable] fair and
equitzble.” In particiilar, they “manst be propertional and not in excess of the benefits received.”
Id. at 95, “[Hf the difference in tutet is hused uport areasonable and fir difference n conditions
‘which equitably and logically justify a diffetent rate, it ix not ani ujust disctimination.” I, ap
97-98 guoting 12 MeQuillin, Municipal Corprrations, § 34.101, p. 231, Ultimately, the Baynten
. court found irrational and disorimiwatory the defendant district’s practice of charging highet

minimum rates to corntnersidl users with the same number of nysfers as other users charged Jess.
12. at 98. Thus, the pre-Proposition 13 cominen Jaw of ntility rate-ntaking also requires rates to
be reasonable and non-discriminatory. C K .

1

: In sujnt, Metropolitan's piinuipal ack Proposition 13 and the statutes implementing it, and
the cemmon law of utility rate-maldng all reqnire Mefropolizm’s rates to reflect costs of service

- that are () actual, (i) reasonable, and (iif)proportionats to the cost-of serving the customers
~which pay those rates. L : "o |

Metropolitan’s Rates Vielate These Rules, Indusiry Practice and Publia Bolicy.
Metropolitan's. rates violates these lefal requitenicnis beeanss, as: opfiiions prépared by Bartls
Wells & Associates dated Mdrch 5, 2040 and April 1%, 2010 (“the BWA Opinions™)
demonstrate, Metropolifan recevers most of jts cost of obtaining.a water supply via the State
Water Projest (SWP) by rates that aré nof eharged. selely in connection ‘wifii obtaining -
Metropolitan’s supplies. Insteard these costs are allocated o Metropolitan™s conveyance and
aquediaet sorvice .funetion and repayered téz':quglzs yates imposed for the wuse Metropplitan’s
cpnveyanee system. THis Has flig efféet of over-charging for anspartation add undercharging .
for water supply. Accerditgly;, this propased cite Stiuchire dogs not comply with. the duty fo
impose rates that are fair, ICRSDE&I?\]&, and proporiitiizate 1o (1& cost.of service to each customer.

Theugh the Californja Fublic Utiities Cormissionr daes net regiilate public agency watér
utilities like Metropoelifan, it a¢sounting guidelines for waterntlifies are nevertheless mstetive
as to the reasonableness of Metvdpelitan’s eost of vervige allocation for s SWP costs,
particularly in light of Metropolitan’s claitn. thuf jis fates hive betn pect-roviewed and reflect -

" 98036
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industry standard practices. Unifornr System of Aecounis for Watar'l}rﬂm'es (Cal. Pub. Ui,

Comm’n,, 1955), These guideliney require a separate expense category for “Source: of Supply

Expensss,” which includes air account for- "‘pﬂrcﬁased waters” Sectiop. 704 of those guidelines

provides as follaws: .

A, Thiy [puréhased watet] decount shall inclade the cost et the point of delivery
of water purchased for resale. This imcludes charges for readiness to serve and the
portion applicible to each ascoymting period of annual or more frequent payments for the
right to divert water at the:souree of supply.

B. The records supporting this account shall be so kept as to show for esch
supiplier frem which watgr is purchased, point of delivery, guantity purchased, Ba51s ot‘
charges, and the cost of water p\Jrchased .

Statcd in e’ssen’tlally 1dsnusa1 Ianguagc 1§ Sachon £10-of the Uniform System of Accounts for
Class A Water Utilities (1996} pnbhshcd by the Natianal Associalion of Regulatory Utility
Cemmisstoners (NARUC) Whlch reg_mms scpa:ate cpst acceunhng for water purchase cests, as
follows:

610, Pmchasesl Water

A. ' This atteount shaII include Hre st at the pmnt of dehvary of water
- purchased for résale, '

B.  'The reconls supporting this acceunt shall be so'kept as to show for,
-each supplier fiom which watsr is ptadhesed, point of defivery, quantity .
purchased, basis of chaijges, and e oS oF Wathr pirchaged” -

These NARUC #tandards ate, mcorpo“rated into the Ammcan Water Works Association’s
Manual M-1, Principles. of Water Rates, Fees aud Churgds, with whish Metropolitan. cliims to-
comply. As the BWA Qpliions mete, rather than tdentifing the SWP costs as water supply

tasts ’Metmpohtan "ﬁmcuﬁnaﬁzss purehaseﬂ water costt inte Yioh-sipply accounts in a manner -

which'is not conmstcnt with fhe AWWA Manual.
Given the terms of the “Neoveriber 4, 1960 Contrict Betweer the Metropohtan Watcn'

. Ditrict of Southert: Cahformaandﬂmﬁta&, of Califoinis Depatfment of Water Resourees: fona,

Water Supply” as amended ta dafp (detopolitar $WP spreement), all the eosts Mstmpo}iran

- paysthe Department of Water Resairees (DWR) Yor a water supply under that agreement should.

be assigned to a “purahmsed watér?™ of Supply, aceommt.  Indeed, the very title of the
Metropolitan SWP Agresment suggests as much. Thus, Metwpolitar's practice of incfuding,its
SWP costs in its wheeling and t;xchange rajes plainly dev:ates from mdustry standards.
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. Fimﬂtéi"--ﬂviéiénéa on tlils pitfat cam be tak’éa‘l from Eaﬁe_lfs, Compreliensive Cujfde to

Water ind Wastewatei: Finance and Pricheg, 3 Bd, 1993, pp. 168-69, in _which

Metrapolifan’s own cest-of-service causultant coneliles that epsts atising from water purchases,
supply developmen}, and sonsgrvation.-aze “supply™ costs and not conveyance, fransmission er
distribution coests. . _ ' :

In the April 5" meme, yopr :GBIIEI@[ Manager and General Counsel admit that

' Metzgpolitan treats its oosts wnder the Metropofitin SWP Agreement just as it does costs for
maintaining and operating the Coloradd River Aqueduct {CRA), The memo claims Metrppolitan
inay -dp sq-beoause it wheels some swater throughi the SWP and sites Goodman v. County of
Riverside (1983) 140 CelApp3d 200, 903-04 for the proposition that Metrdpolitan may

differentiate transportation and supply vosts for service over fiie SWP, While wedo not address *

" Herc the propriety of Metropalitan®s chargss fir whzeling service across the SWP, we note the
Californiz Supreme Court’s conclusion that Metropofitan is merely g customer of the SWP i

Metropolitan Water Districi v. Murguandt (1963) 5% Cal2d 159, 201-202 (“The [Metropolitan] -

does not dhtain owntership of any fcilities, ownership by the state being expressly provided Yor
[by the Mefropalitan SWP. Agicemient].”) Thus, Metopolitan’s claims are umpérsuasive and do-

not justify its treabment of ‘the amoumits i pays DWR for imported water service ds & cost of -

transporting water acress {ts own system within Seuthern California,
Charging Somte custhmers mere thaw the cost of service determined under industry

standards and generally accepted cost allocifion, principles, and concomitantly eharging other

custorers: fess than the cost of servies, gmounts to- 2 eross-subsidy befween customers. Such
cross-subsidics vivlate each, of the Jgal anthprities identified above reqiixing waler sérvice rates

to be proportionate to, and not to excest, the cost o1 seivice.

* As the BWA opjnions note, evgreharging for some services and undercharging for otfiers

-alser distorts the decisions of wnstomers to use jmperted water rafher than reducing demand,

_ copserving wafer, dovelopiig #ddiifongl logul supplies and parsuing water fransfers from

agricaltural and ofher wsers. Fa so doltig, Metropelitai’y mte structure ftustrates the policy

objectives of the State of Catifomia.and the Metropolitan Board 'itself, ag each has stated

commitments o eitboimage ctnsareafion,’ the develgpment of ldoal water seurses? and the
development of a water market.” ' C.

!"The State"s commitment to promoting-water conseiFatiol is stated at Water Code Sections 10608 and 10808.4,
recently adopled fo imposg a 20%. eomdervation atindard or ugbi Water-providers, Meotropolitan®s cormitment.fs
stated in the justification for ifs 2001 ratk stragtare. See, gig,, Jinuary 8, 2002 Board Letter 9-1 at page 1.

*Water Codv: Seotion IBFPS(c) stated the Begislamic’s s it “(d) Diverse regional wates supply portfalios
will ircrease water supply tellability mmd dfade Hependence o ihe Delta.” Metwapolitan’s commitment o the
development of Jogal matter soucces i, stated du the Tiétoher 18, 2001, Board Latrer No. 96 at page 2.

' Water Code Seetions 109(bYand 475 sfiare the Lstislattre’s support fot Water transfers and tie developmentof a
“water matket, Metrpoliten support for thiese goalsly stited in the Qetober 16, 2001 Boas Lettes No, -6 at'page:2,

98057.6¢
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" Counter-Arguments of Staff” and Refteliy 4r6 Unpdrévasive. MBh‘Dpohtan’s rate -
consultant coricluded jn, the April 6% Raftelfs Report that Mctropolitan’s rates comply with
California Jaw because they afé& updsted at Teast onse wvery 10 years, as required by Government
Cede Section 54999.7. Aprﬂ 6™ Rafielis Repott atpp. 1 and 10). “This is not comrect. First, the
cited statnte’is a provision. of the S Mareos; legislation gaverning the application of watbr
sérvice and other public utility rafes to sghools and other public agensies, which does not apply
£G & water-wholesaler Jik Mefropolitan. Moreover, the rute-sefting standards of Sestion 54599.7
and the San Moroos stanits niare gerdrally require more fhiad = ofiee-2-decade review of costs.?
These standards require that rates be actual, reasonable and proportienate to the-cost of sevice,
just as do the authiorities disgussed gbove. See, Government Code Section 54999.7(a) (fee “shall
not exceéd the reasonabile cost of praviding the public niility service™); Section 54999.7(b) (fee

. .on public agenoy “shall be deterinined on the basis of thie same.objective criteria and

methodojogy a,pphoablc to-corapazable nonpublic bsers, ased on custorrier classes established in
consideration of servive ehatacteristics, demand palterns, and other relevant factors™). As the
BWA opinions damOnstmtc Mufiopalitin’s propesed rates do not comply with these standirds
and the Apnl 6 Raftelis Report’s comelusion to the contrary.js both unsupported and

- unperspasive, Tmdesd, that mport coneedes Metopolitai's capscity and readiness-te-serve

¢harges exoeed Metopolitan’s antual costs, April 6™ Ruftelis Report at pp. 2- a.ud 14.

Wlote gencraﬂge, the Agril 67 Ra.ﬁéhs'Rﬂport pravides ne sxplanation why Metropolitan’s
review of comiplianes with Californta law is limired to, “speeifieally Geverimeht Code Section
54999.7 (requiring 2 COS study. every 10 years)® The report thus suggests that compliance with

Section 54999.7's 10-yedr évst-of-service review requirement is tantarhount to complisnce with -

all relevant provisions of Californiy law. A deseribed above, Caltfornia law demands more of
Metopolitap than this,

. Slmllarly, the April 6™ Ratlelfs R@pcm‘. ciam:s Metmp oIitan s rvates- comply with its
pnnczpai act because those-rates wre sufficient to. cover its tosts, tefleet the costs' of the Distriet’s
major service. finctions-and are uifiform for ke olasses of suryit throughout the District. April .

6™ Raftelis Report at pp, 1 and 10: Howover, thesé hald: staternents are unsupporéed by

diseussion or andlysis and ars rebutied by the BWA Opinions. Moreover, the April 67 Rafielis
Repart concedes thai Metrafiolitan Heals SWP and CRA. costs alike which, -as demonstrated
abave, nefther Iaw nor industry practice penuits. Jd, at 7. .

Your Gcnera‘;l Manuger and Geteral Counsel alse.claim that Metropelitan’s Water
Stewardship rate is apptopriately applivet {0 transportation rafey because the demand

- management aud local supply dévelopment efforts: fimded by that rate lower the eapital costs 6f

the Metropohtan system for the benefit of aIl it custoimers and itis therefore approptiate thet all

Nor is- it clear ﬂlatMctmpo'lmm h’as wgtisfied eyenthis limijed view of Gal{forgia law given ﬂ'lﬁt the-cost uf;a:m&t

sttidy bn whish Wizfropolitan claims-to rely Bas as 1ts hasisa smdypcnfuuncd in 1998, well before thesonmsntimli-
Yetir drvoght dnd the imposttion of legal restictions:on Wntar d;lm:ncsrw the Sacramcum-SmIoaquclta. '
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custorriers paythat rate; April 5* Memoat 3-4. This Hegs the quéstion, Tt s ot enough to.shew
thiat particolar costs Métropolifair incurs benefit its enstomers, To béar its tirden to defend ifs
Tates, Mefropolitan migstalso show what portien of that benefit aoerues to sach class of '
Metropolitan customers afid that Metrbpolitan’s rates fairly apportion costs to thosé who benefit.

' from them. Thus yaur Maoager and Counsel essentially #dmit Mct}oyolitan has not done the
-cost-accounting and rate-desipn tagks reqiired byindastry practics and by law to support

application of the Water Stevrardship rate to rates far water transportation.

Simila;li Fﬁc April ép‘il%ﬁeﬁs.choftsuggests ‘that thé Water conservation and loest

water supply development ciforts fimded by the Water Stewandskip rate are properly cherged ta,

water transpOitation cuistomicrs becanse thove efforts conserve enpacity in distribution lines that
can be used for transportation. “This teasoning, howsvér, negleets two facts: first, Metropolitan
is not obligated to provide transpartation Services that it ¢annot provide due to a lack of
capacity;’ sesond, we maderstang that Metropolitan has not in recerit years come close to jts
capacity to deliver water and does tiot expect to-ddSo in the years it has forecasted. Thus,
Metropolitan need incur 116 05T 16 gentrate excess capaeity i its system to facilitate
franspértation for the SPCWA and othiers and therefors onght not to assign costs to.do so on the
basis of watei censervaionefforts. Again, Mefropolitan®s oounter:argurnenty ars sitaply
unpersusive and insufficient to justifira rate strugture fhat violates law, industry practice, and

" publio palicy." .

Conclysion. As demorsirated above, Metropolitan’s proposed rates vidlate the Tegal
requirements of Metropelitin's principal act, Prapesition 13 and the statutes implementing it,
and the California commioni law oF utilify rate-midldng. Those rates are also inconsistent with -
industry pragtice. The propesed rafes fail to fiirly apportion SWP costs and the cosfs rezavered
by the Water Stewardship rate to reflect the gctual, reasonable and propottionate costs of the
services for which thoje rafes‘ars imposed. ' ‘

On behalf'of the Saix Disgo County Water Avithority we urge your Board not fo adept the
proposed rates, bul tu instruct Mefropolitan staff to-propose a revised rate structure that complies
with California law and public policy as expressed by the Legislature and the Metopolitan -
Board, .

Very truly yours,

‘Michael G. Coldritnono

MGC:mgﬁ o

* Water Code § 1810.

98057.6




| i
- i
Mettapdlitasi Witer District of Southiern California-
April 12, 2010 .
Page? . . :
ce: EanjDiege'QountyWatcr Auf.tmrlty
5} 58057.6
;i ‘.




724910.01

© 00 N o g A~ wWw N PP

N N NN NN N NN P B P B B P B PP e
® N o 1A W N P O © 0 N O o M W N P O

KEKER & VAN NEST LLP
JOHN W. KEKER - # 49092
jkeker@kvn.com

DANIEL PURCELL - # 191424
dpurcell@kvn.com

DAN JACKSON - # 216091
djackson@kvn.com

WARREN A. BRAUNIG - # 243884 EXEMPT FROM FILING FEES
wbraunig@kvn.com [GOVERNMENT CODES 6103]
633 Battery Street

San Francisco, CA 94111-1809
Telephone: 415 391 5400
Facsimile: 415 397 7188

Attorneysfor Petitioner and Plaintiff
SAN DIEGO COUNTY WATER AUTHORITY

SUPERIOR COURT OF THE STATE OF CALIFORNIA
IN AND FOR THE COUNTY OF SAN FRANCISCO

SAN DIEGO COUNTY WATER Case No. CPF-10-510830
AUTHORITY,
EXHIBITSE-K TO SAN DIEGO COUNTY
Petitioner and Plaintiff, WATER AUTHORITY'STHIRD
AMENDED PETITION FOR WRIT OF
V. MANDATE AND COMPLAINT FOR

DAMAGESAND DECLARATORY
METROPOLITAN WATER DISTRICT OF RELIEF
SOUTHERN CALIFORNIA; ALL

PERSONS INTERESTED IN THE Judge: Hon. Curtis E.A. Karnow
VALIDITY OF THE RATESADOPTED

BY THE METROPOLITAN WATER Dept: 304

DISTRICT OF SOUTHERN CALIFORNIA

ON APRIL 13, 2010 TO BE EFFECTIVE Date Filed: June 11, 2010

JANUARY 2011; and DOES 1-10,
Trial Date: Not Set

Respondents and Defendants.

1
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Subject — . :
Adopt (l) recommended water rates and cherges; and (2) resoluﬁc;ns_ fo impose charges for fiscal year 2010/11 .
Description - : S
p - —

This letter recommends approval of an increase in rates and charges and, further, that the Board Implement this
increase by approving: (1) the revenue requirement for 2010/11; (2) the recommended rafes and charges effective
Jamary 1, 2011 as discussed in this letter; (3) the resolution o impose the Readiness-to-Serve Charge effective
Jenuary 1, 2011; and (4) the resolution to impose the Capacity Charge effestive January 1, 2011,

The Board, Business and Finance Committee, and member agencles have been reviowing and evaluafing
Metropolitan’s 2010/11 budget and the required rates necessary to support that budget since December 2009.
Duting that time period, the Board held three board workshops and bad three Business and Einance Committee . -
meetings, as well as a public beaging before the Business and Finance Committee. In addition, staff and the
member agencies met on four separate occasiorns to discuss options regarding the overall size of the budget, the .
average rate increase and the cost of service supporting the rates. - As a result of that process, this letter presents
four optlons for the Board's conslderation as it adopts the fiscal year 2010/11 budget and rates and charges.

" In four of the last five years Mé!xc)politan has not collected sufficient revenues to cover its costs. Insfead, in an

effort o mitigate rafe increases, Metropolitan bas been utilizing its reserves to fund expenditures. At the same

. time, the Iprgest court ordered supply cutback in the history of the State Water Project (SWF) ocourred. Supply

cutbacks are expegted fo continue due to hydrology and pumping restrictions Imposed to protect endangered fish
(7. Delta smelt). In July 2009 Meiropolitan responded to continued supply constraints by declering a Level 2
Regional Water Supply Allocation. This allocation Imposes a set of penalties for member agencies that use more
than thejr allocation fimits. Conservation measures have been implemented throughout Southem Califarnia to
manage within the limits of the water supply allocation, These conservation measures, combined with Jower .
levels of economic activity due to the recession, have combined to reduce water sales throughiout Metropolitan’s -
service area. Metropolitan’s water sales in fiscal year 2009/10 are frending at 1,83 miflion acre-feet, below the
budgeted levels of 1.9 million acre-feet, and significantly lower than water sales of almost 2.3 milllon acre-fee
Just three years ago. \ B :
At the samb time that water supplies and water sales are ¢
incréase in 2010/11 including: ’ . .
8, Higher costs for State Water Project deliveries: The cost payable under the Stats Water Contractin
2010711 is estimated to be about $45 million higher than projected in 2009/10, These cost increases are
primarily driven by increases in off-aqueduct power-and capltal-related costs, as well as Metropolitan's
share of the environmental work and preliminary engineering of the Delta Habitat Canservation and
Conveyance Progrém (DHCCP). _
b. Debt service: The financing costs for Metropoliten’s ongolng £3.85 blilion capital program wilf result in
" an increase of about $43 miilion in debt service from 2009/10, A significant portion of the capital

onstrained, some of Metropolitan’s costs are expected to
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program is to repair and improve treatment processes and to upgrade and repair Metropnhtnn’s agmg
water delivery system,

c. Tnereasein Pay—as—you-go (PAYGO) for R&R mpital fnndmg. Funding of replacemcnt and
refurbishment (R&R) capltal from PAYGO is projected to increase by almost $58 million from about
$37 million in 2009710 fo $95 millien in 2010/11. This increase is necessary to meet the Board’s policy
of funding $95 milton of capital expenditures associated with replacement and refurbishment of exdsting
facilitles from revenves, Funding higher levels uf PAYGO is consistent with restoring Metropolitan’s
revenue boid coverage and fixed charge coverage ratios to board-adopted targets, thus helping to
preserve Metropolitan’s current bond ratings. In addition, fimding more of the CIP from Tevenues will

reduce the long-torm cost of the program by reducing inferest costs,

d . Higher ‘power costs on the Colorado River Aguednct (CRA): CRA power costs a:e pro;ected io be
$13 million higher in 2010/11 s & result of higher ﬂows onthe CRA. .

In order to help mitigate Impacts on member apencies, the pmposed 2010/11 departmental operatlng budget bas

. been reduced by $3 million compared to the 2009/10 budget. Addftianally, proposed demand management costs

.are equal to the 2009/10 budgef, and Metropolitan’s Capital Investment Plan has beest reduced by $84 million
from the 2009/10 budget as expenditures for large capital projccls hkc the Inland Feeder and Skinner Oxidation

Retrofit ngmm come to a close.

As has bemdiscusscd over the past four months, drought and envirommental constralnts have combined to Hmit
the amount of water that has been available to Metropolitan over the past two years. The proposed budggt, which
was Initially presented in January, has been modified to reflect input recelved from the Board and member
agedcies, and reflects staff’s best estimate of the costs to effectively operate the system while investing in thoses
capitul projects necessary to ensure reliable water supplies in the future. In partoular, the estlmates for the State
Water Prgject and fhe payouts essociated with the Cargill Htigation have each been reduced from the January

budget proposal,
The resulting budget wonld require a 12 4—pement overall increase in water rates and ohargm, effective January 1,
2011 in order to mest the Board’s direction to recover the full cost of service In 2010/11, This Increass would be -

' required even thotgh the expenditure budget has been reduced by $66 million compared to Jast year’s budget,

with the Metropolitan Operating and Maintenaneé budget down about $3 million campated to the 2009710
budget. Thiswould be the second year in a row that the operating tudget has been rediiced from the prior year.
As part of that reduction, over 60 positions will be eliminated in the 2010/11- budget. This will mean that
Metropotiten has eliiminated 100 positions over the past two budget years,

The: four rate options ere presented within the context, of the staie of the economy today, as well as the need to
irivest in a safe and reHable water supply fornow and the futnre. While the recommended 12.4 percentrato -

" Increase is siibstantially Iower than the 21 percent increase that was forecast at this time last year, it is recognized

that this Is a large increase that Has impacts on the member agencies and the publie. As such, three other options
ars presented for the Board's consideration. Thess thres options require Jower increases, and as such require
changes to expenditures (or other revenues) in order to meut thie cost-of-service recovery identified by fhe Board

last year,

REVENUE REQUIREMENTS .

Table | summarizes the 2010/11 reveme requirements, Based on the proposed 2010/11 tudget, the revenus
requirements (including capital financing costs, but not construction outIays financed with bond proceeds) will
total approximately $1.389 bilfion in 2010/11.
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. Tabie 1. Revenue Requiremen(s (by budget line item)
. -Flscal Year Ending % of Revenus
. 2011 Requirements (1),
Departmental Operations & Maintenance 322,028,600 18,0% .
General District Requirements -~ ) C o
State Water Projact : 497,325222f = 20.3%
Colorado River Aqueduct ' _ 59,509,167 3.5%
Supply Program Costs.paid from operating revenues 103,165,940 6.1%
Water Management Programs - . 58,236,728 --34% -
Capltal Financlng Program . 443,120,428 26,1%.
Other O&M ) 15,436,100 0.9%
Increase (Decrease) in Requnred ReserVes 45,100,000 2.7%
Total _ L 1,221,983,584 11.9%,
Revenug Offsets (154,880,952) 91%
Nt Revenue Requlrements $ 1,389,131,232 100.0%

(1) Glvenasa percentage of the absolute values of total dollars allocated.
Totals may not foot due to reunding
Metropolitan generates 4 significant amount of revenue from inferest income, hydroelestric power sales and
miscellaneons income. These additional rovenues are expected to generate about $74 miflion in fiscal
year 2010/11, Itis expeoted that Metropolitan will also generafe about $81 million in ad valérem property tax

" revenues and annexation charges Property tax revenues are used to pay for a portion of Metrupo'htan § general

obligation bond debt service, and a portion of Metrapolitan's obligation to pay for debt service on bopds issued to
Tund the State Water Project, The total revenus offsets for fiscal year 2010/11 are estlinated to be around
$155 milllon. Therefore, the revenue required from rates and charges is the difference between the total costs and

E the revenue oﬁ".sem or $1.389 bxllmn. i

JORAS ONS - NUE MENTS FOR. 010/11

Water Sales 1.93 million acre-feet

Cash year water sales (including Tier 1, Tier 2, agricultural, and wheelmglexchange sales) are projected fo be-about
1.93 million acre-feet In fiscal year 2010/ 11. This forecast is based on expected demands under averaga weather
conditlons, If water sales are loss than anticipated, rate stabillzatlon reserves would be used to'meet expenditures.
Treated water sales are expected to be about 1.3 million acre-feet or 65 percent of total sales, About 1.66 milllon

" acre-feet arg expected to be sold at the Tier 1 rate, 48 thousand acre-feet are expected to be sold at the higher Tier 2

rate, 62 thousand acre-feet are expested to be soid through the Infarim Agncultural Water Program, and no water sales
are prwccted at Replenishment rates. . )

State Water Profect (including SWP power) : 3497.3 million
Total costs for 2010/11 under the State' Wator ijeot are estimated to be approximately $497.3 million, including

- nbont $100 million for variable power costs, net of projected credits. Cosfs for OMP&R and capital are expected to

be $45 mlllion higher than in 2009/10, Stafs Water Project-costs in 2010/11 will not benefit from this refund,
Variable power costs for the State Water Project are expected to be $3.3 million higher than in 2009/10, dus to 2
hlgher projected power rate on the State Water Project. Costs of off-aqueduct power fucilitles are also projected to
increage by more than $8 million. SWP cost estimafes are based on pm_]ecled water defiverles of about 0,92 million

acre~feet in 2010/11 and estimates provided by DWR.

Colorado River Power Costs. 559.6 million
The revenue requirement incorporates casfs assoclated with pumping appm;umately 1.18 millicn acre-feét from the

_Colorado River in 2010711, Power from Metropolitan's share of Hoover and Parker, plus energy under the contract

b
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with Southern California Edison will not bé sufficlent to move these supplies, Téta.l costs for pumping are estimated
to be about $59.6 million, which includes about $39 million to procure power on the open market in 2010711,

Supply and Storage Programs : $103.2 million

Total expenditures for water transfer and storage programs are estlmated fo be gbout $103,2 million in 2010/11.
Colorado River Supply Program expenditures totel $54.2 million and include $17.3 million for the Palo Verde
Irrigation District (PVID) Program, $10,1 million for the Imperial Irigation District/Metropolitan Conservation
Program, new agricultural water transfers of $13.7 millio, and $13.1 million for various other Colorado River-
based supply programs. Supply program costs along the State Water Project total $39.2 million and include
approximately $30.3 million in water transfer purchases, $4.2 million for the Arvin-Edison Wter Storage Program,
$2.1 million for the Yuba Accord Program, and $2.6 million for the Semitropic Water Storage Program.- An. +
additional $9.8 million will be used fo find ongoing operating costs for in-basin supply projects Including conjunctive
use programs within Metropolitan's service area, Water transfer costs reflect expenditures for transfers that wil] be
delivered in calendar year 2011, It is anticipated that 100 thonsand acre-feet of trarisfer water will be purchased
through the State Water Contraotors fot calendar year 2011, . .

‘ ' . 858.2'million

Demand management program payments made to the member agencies in support of local resources development and
active conservation efforts are expected to total $58.2 million in 2010/11. This reflects Incentive payments for
conservation of $19,1 million and local resources development of $39,1 million. These incentives donot reflect other
costs associated with these programs, including labor, administration, and piblic information and ouireach costs of -
almost $19.3 million that are Included in Metropolitan’s departmental O&M estimates. Recycling and groundwator
recovery projects supported by Metropolitan are expected to increase anmial production by about 27 thousand acre-
feet over current year estimates, o 2 tofal of 250 thousand acre-feet in 2010/11, Projected expenditares reflact

‘Metropolitan's ongoing commitment to water conservation, logal recycling, and gronndwater cleanup, These

' estimates are consistent with efforts to develop local water supplies in cooperation with the mexiber agencies and

ofher local agencies based on the Integrated Resources Plan,

Capital Financing Program : 84431 million.

Capital Financing Program costs include $294 million of water revenue bond debt service payments on approximately
$4.6 billion of outstanding Water Revenme Bond debt as of Decenaber 31, 2000, This represents an increase of -
approximately $43 million above 2009/10 projected debt service payments, dus in part te the issusnce of watar .
revenue bonds in 2009/10 and 2010/11 to finance the ongoing CIP. These costs also reflect debt service incresses that
are the result of higher interest payments for taxable Build America Bonds (BABs). As part of the Federal American
Recovery and Reinvestment Act, the federal government will provide a subsidy to public enfifies like Metropolitan
that issue taxable bonds. While the interest payments on thess bonds are higher than tax-exempt bonds, Metropolitan

‘will recefve a subsidy from the federal government equal fo 35 percent of the inferest payment, maling these bonds an

attractive fimding option for the capital program. The subsidy does not show up in Metrapolitan’s debt service, rather
1t Increases Metropalitan’s revenue offsets, which rednce the reveime requirement to be generated from rates and .
charges. Additional capital financing costs include $39 million of genera! obligation bond debt service which-are pald
by ad valorem property taxes, and $15.1 milfjon for debt administration expenses for remarketing, liquidity support; <
and administrative casts associated with Metropolitan's varlable rate debt program, and State Revolving Fund Loan

payments, _
In addition to debt service, Metropolitan's capital financing costs include $95 milfion of capital expenditures finded

" from revetmes o reserves, also reftrred to as PAYGO funding, By way of comparison, more than $170.million of the

proposed Capital Improvement Program in 2010/11 is for replacemnent and refurbishment (R&R). R&R expenditures
are reflective of the ongolng cost to maintain Mefropolitan’s facilities due to the current and previous use of the
systern. Under prior board policy and direction, $95 million of these costs would be paid by current users.of the
system, as opposed to debt-financed. This policy was included in the Long Range Finance Plati, and reflected a

 compromize between funding afl repair and replacement capital costs through revenues and mitigating rate impacts in -

the near term, As such, it is appropriate for PAYGO levels to be Increased from the $36.7 million in the 2008/10
budget to $95 million in 2010/11. By restoring PAYGO fonding to $95 million from rates and charges in 2010711

- and beyond, Metropolitan’s raventie bond coverage will come closer to mesting the board-adopted target of 2 tin;_es
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debt sezvlce coverage. In the future, funding PAYGO through rates at or above $100 million per year will be an
Jmpoxtant part of Metrapolitan’s strategy to maintain jts high bond rafings and mitigate long-term debt service costs, -,

Operations and Maintenance $337.5 million
The revenue requmament includes $337.5 million for operations and mwntenanc.e, including labor and benefifs, .

‘ professional services, operating equipment purchases and water treatment chemicals, power, and solids handling,

This estimats is $2.8 million or about one percent Jower than projected 2009/10 costs, A detailed breakdown of

departmental budgets is provided in the 2010/11 proposed budget,

Adfustments In Reserves $45.1 mlmﬂn

Required reserve balances are estimated to Increase by $45.1 millios from June 30, 2010 to June 30, 2011, in
accordance with board policles contalned In Metropolitan's Administrative Code for the State Water Contract Fund,
and Reverue Remainder Fund, and in accordance with bond covenants for the Qperations and Maintenance Fund and
Revenue Bond Reserve Funds, About $15.5 millioh of this portion of the revenue reqmremen: is for the increase In
the board-adopted minimum reserve levels for rate stabflization purposes. 'This portlon is subtracted from the Tevenus
requirement for the purposes of calculating the necessary Tatc inoreases,

Other Revenues $154.9 million -
To defermine the rates and charges revenue requirement, the total estimated obligations of $1.54 billion are

reduced by revenus from ad vajorem praperty taxes, Interest income, hydropower revenues, CRA power sales,
Federal BAB subsidies, and miscellaneous revenues. Ad valorem property taxes lovied at the current tax rate of”
0.0043 pereent of assessed valuations are estimated to be $80.8 million, Annexation charges are expected to '
provide $1 million. BAB subsidies are expected fo generate $10.4 million in 2010/11. Power recaverdes, Interest
on Investments and miscellanedus revenue are expected to produce $62.7 million in 2010/11. Based onthe
profected expenditure estimates described abovs, total-revenues required from retés and charges in 2010/11 ers

projected to be $1.389 billion.

TE OPTIONS
As'shown abave, the total revenue requxrement 1o be generated from rates and charges in fiscal year 2010/11 is
projected to be $1.389 billion, Rate options 1, 2, and 4 as presented in this letter would fully recover
Metropolitan’s cost of service in 2010/11, Rate. optlon 3 would fully recover the cast-of-service by 2011/ 12

Maior Assimptions znd Cost Diivers Common to all Ontions

'I'he four most importan cost drivers and assumptxons are; - ' N

a. Sales volumes, Rate options discussed in this letter havebcmdeveloped based on water sales of 1,93

million acre-feet in 2010/11 &nd 2 million acre-feet in 2011712 - :

b. Expenditures. Budget expendltures of §1, 732 billioni or §66 rmlhou lower from the 2009/10 budget,
Details of the proposed budget are included in Board Letter 8-1, which is also under consideration.af the
Board’s April meeting,

Capital fanding. Pay-As-You-Go (PAYGO) funding for remrblslnnent and replacement (R&R) projeots .
in the Capital Investment Plan in 2010/11 of $95 milllon and $125 million in 2011/12. .
d. Delta Surcharge, The Delta pumping restnctlons 1mpacts on Metropohtan's finances are reflected In the
Delta Surcharge first mtroduced last year, The costs and derivation of the Delta Surcharge are detailed
belaw. i . .
The following overall rate optmns are provided for the Board's considetation. .
« Option 1~ Average rate Increase of 12.4 pervent effective on January 1, 2011. This rate increase
recavers the full cost-of-service within fiscal year 2010/11 without draws from reserves. Revenue bond
debt service coverage would be 1.9 times'i in 2010/11, P

Qption 1 — Average rats [ncrease of 8.9 percent effective on Jamiary 1, 201 1, and a reductlon in .tl'}e
2010/171 expenditures by $14 million_. This cost reduction could be achieved by delaying some of the CIP

~




. assessments on property within ifs service territory for its own general obligation binds and its Stafe Water

* thereby the tax levy rate) to the total of antival debf sexrvics on Metropolitan's general obligation bonds and the

. . future water rates due to Increased costs of capital facilities paid through the State Water Contract, Under the

Deltn Snm)lv Surcharpe

s expected that the surcharge would be phased out as interim Delta improvements ease pumping restrictions,
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projects and postpomng an expected bond issuance ta the last half of 2011/12, and reducing SWP capital
costs by 35 miltlon, This rafe increase recoyers the full cost of service within ﬁscal year 2010/11 without
draws from reserves, Revenug bond debt service coverage would be 1,8 times in 2010/11, The 2012
overall rate increase is estimated to be 6 percent.

»'  Optiow 3 ~ Average rate Inoreases of 7.5 percedit on January. 1, 2011 and 7.5 percent on .Tanuary 1,2012.
- This option would reqmre draws of about $20 million from reserves in 2010/11. Revenues would: recover
the full cost of service In 201 1112, Revemue band debt service would be 1,9 tnnes in 2010/1 1,and 2,0in

201 112,

Option 4- Average rate incredse of 9.6 pcrccnt In 2011 and no changc to Metropolitan’s property fax
rats, This option prasents an average increase in rates and charges of 9,6 percent on January 1, 2011, In
additlon to the rate increase, Metropolitan wobld maintain the current property tax rate of 0. 0043 percent
of assessed vajuations in the servige area. Under Option 4 Metropolitan would spansor legislation to
chnnge Sectlon 124.5 of the MWD Act to allow Metrdpolitan to cap the maximum tax levy raie at the mte
in effect for fiscal year 2009/10. Maintaining the tax rate at its current Jevel would generate an additional "
$10 million in tax revenues in 2010/11 compared fo the other aptions, This would reduce the need for
revenues to be generated from rates and charges, resulting In a 9.6 percent average rate Increase in 2011,
The 9.6 percent average rate would recover the full cost of service without any draws from financial
reserves, ‘Revemie bond coverage would be 1.9 In 2010/11 and 2.0 in 2011/12,

Ad valorem fax rate

‘While Option 4 includes capping Metropolltan's tax rate, this revenue source could apply to any ophon, and will-

be considered by the Board in coming months. Matropolitan could stek a legislative change fo Section 124.5 of
the MWD Act to allow Metropolitan to cap the tax levy rate at the rate in effect for fiscal year 2009/10, Despite

the fact that Metropolitan currently has statutory suthority arid voter autharization fo levy ad valorem tax

Contract obligation, since fiscal year 1990/91, Section 124.5 of the MWD Act liiits property tax revenues (and

portion of the State Water Contract payment for debt-service on State general obligation bonds (Burns Porter
bonds) Issued t6 finance faciljties that benefit Metropolitan and outstanding In the 1990/91 fiscal year, ‘As
princlpal payments on these bond obhgauons are made, the sum of these amomts is decreasing over time,

Metropolitan would seek to cap lts tax levy rate at the current level of 0,0043 perceat to help mitigate impasts on .

State Water Contract, Metropolitan and all other contractors are autherized to use properly tax revenues to make
payments to California to fund their share of the State Water Project costs. Cappmgthe property tax rate at

ourrent levels (0.0043 percent of assessed valuations in Metropolitan’s service area) would generate an additional L
$10 million in properlytax revenues in fiscal year 2010/11, if the change was effective. : -

Each of the rate apﬂons includes a Delta Supply Surcharge of $51 per acre-foot. This swrcharge reﬂccts the
impact on Metropolitan’s water rates of lower supplies from the State Water Prdject due fo pumping restrictions
associated with U.S, Fish & Wildlife's onlogical Opinion on Delta smelt and other actions to protect endangered
fish species, The Delta Surcharge would remain in effect until a long-term solution for the Delta was achieved, Tt

The Delta Supply Surcharge reﬂects fhe additional supply costs that Metropolitan faces as a result of the pumping
restrictlons (such as purchases of wafer transfers, Yuma Desaltsr, eto.), lost value in supplies avallable from the
State Water Project, and the dost of persormel and consnitants working on Delta improvements, These costs are.
estimated to be approximately $87 million in2010/11. 'The Delta Supply Surcharge would be charged fo all

Tler 1 sales, IAWP and Replenishment sales, estimated tn total about 1.7 million acre-feet. This resulis in 2 Delta

Supply Surcha.rga of $51 per acre-foot.
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The detalled cost of service stady, supporting Option 1, Is Included in Attachment 2; the proposed Readiness-fo-
Serve Charge resolution is included as Attachment 3; and the proposcd Capacity Charge is included as

Attachment 4,

Attachment 2, Meh'opohtan Water Distrlet of Southem Cﬂ]xfornla, Fy-2010/1 1 Cost of Service, is the detallad '
cost-of-service study that allocates Metropolitan's costs to the different rate elements shown in Table 2. This
cost-pf-service study Is for the tecommended option, the full cost-of-servics recovery and overall rate increase of
12.4 percent. The cost-of-service methodology is consistent with the policy and guidelines approved by the
Board in 2001, and fitst implemented in 2003 when rates were “unbundled”, The cost-ofservice mathodology
was adopted affer three years of study and work with the member agenoies and the Board, culminating in the rate
structure curently used by Metropolitan. As part of this year's cost-df-service study, Metropolitan retained the -
_services of Raftelis-Flnanoial Consulting, 2 leading fata and finance consultant, to evaluate the cost-of-service
methodology to ensure that It continues to be consistent with the Board's ohjectives, consistent with practices in
the water industry, and consistent with state law, In a report to be mailed separately from this board letter, *
Rafielis finds that the exlsting methodology is consistent In all three areas, and makes suggestions as to
improvements to be considered as Mctropohtan and the member agencies negotiate and renew (as approprlate) the
- purchasa order agreements that expire in 2012.
Depending on the rate option adopted by the Board the detmled cost-of-service study will be updated o reflect

that option, consistent with the current methodology.
Table 2 shows the individual rate alememx proposed under eash option, along with the fally bundled rates;

Table 2: Rates and Charges by Opﬂon

= Option1 | Optlon2 . Option 3 Opllon 4
. . L Effective| Jan 4,2019 | Jan.1,2011 | Jan 4, 2041 | Jan1, 2011 Jan 1,2912 | Jan4, 2011
“Tler 1 Supply Rate (3/AF) 5101 112 3106 3104 $105 si0a
Delta Supply Surcharge ($/AF) . . %89 $51 - 3§61 $51 - §68 $51
Tier 2 Supply Rate ($/AF) $280 . 5260 $280 $280 §280 5280
Systam Avcess Rata (BIAF) . #1654 217 5207 5204 217 $206
Watsr Slowardshlp Rale (S/AF) §41 $43 “$41 341 343 . $42
System Pawar Rale ($/AF) $i1 $135 $131 $127 §136. $133
| Fu servioa Untreated Vokimaido Gost (SIAF) . .

Tier1 $484 | sbhs $530 $527 $580 §540

Tier2 9584 . %676 - 8659 5852 $668 $661
Replarishment Watar Rate Unireatad (S/AF) $386 £440 3418 | . s400 442 422

: HsﬂmAuﬂclﬂl_ralWatarPrcqmm Unlrealed (SIAF)  $416 5613 8401 $482 $537 . $495

Treatment Surcharge (S/AF) s217 | set7 $217 $217 $234 217
Full Service Treated Volmelic Cost (SIAF) )

Ter4 $701 s775 8753 $744 3794 - $787

Tlar 2 $811 . §em $878 $869 $620 $878

" | Tisalad Replanishment Water Rala ($/AF) $558 . $83z ‘5610 $801 5661 $674

Trested (nerim Agriculturs! Waler Program ($/AF) 3516 5718 $6985 5667 5765 §700
Readlresa-lu—Se;rw Charge (M) $114 3133 312r $125 5145 $123
Capagly & ot $7200 | s7oop | syoo0 | sroon  sram | s7a200
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Policy

Metropolitan Water District Achninismﬁve Code Sections 4301 () (b); Cost of Service and Revem]e
Requirement

" Mefropolitan Water District Administrative Code Sections 4304 ©) Appomonment of Revcnues and Setﬂng

of Water Rates and Charges to Ralss Firm Revenues
California Environmental Quallty Act (CEQA)

CBQA detarmmz.tlon for Options #1 #2, #3, #4 and #5:

The proposed actmns are not defined as a pmjectnnder CEQA, because they mvolva contmumg admxmstraiwe
activities, such as general policy and procedure making (Section 15378(b)(2) of the State CEQA Guidefines).. In
addition, the proposed actions are not subject to CEQA because they involve the creation of government ﬁmdmg
mechanisms o other government fiscal activitles, which do nof involve any commitment to any specific praject
which may result in & potentially significant physical inpact on the ¢ emnronmeﬂt (Sectlcm 15378(b)(4) of the State

CEQA Guldelines).

"The CEQA determination is: Determine that the proposed actions are not subject to CEQA pursuant to
. Sections 15378(b)(2) and 15378(b)(4) of the State GBQA Guidelines. .

Board Options’

Option #1
Adopt the CEQA determlnatwn and
a. Determijne that the révenus réquirement fo bepmd from rates and charges is $1,389 billion;
b. Approve water rafes effective Jamvary 1, 2011; ©
c. Adopt Resolution to Impose the Rnadme.ss-tu-Servc C.harge, and
d. Adopt Resolutibn to Impose the Capacity Charge. - :
Fiscal Impact: Revenes from rates and charges of $1.37 billion in fiscal year 2010/11, and an increase in the
effective rate of 12.4 percent in 2011 if the rates and charges are adopted as reoommended Thls represenls an
increase of $48 million i revenues in fiscal year 201071 1

Option #2
Adopt the CEQA defermination and
a. Determine that the revenus requirement to be pmd fmm rates and chaxges Is $1.377 billion;
b. Approve water rates effective Jannary 1, 2011;
c. ‘Adopt Resolution to Impose the Readiness-to-Serve Charge; and
"d.  Adopt Resolution o Impose the Capacity Charge,
Fiscal Impret Revenues from rafes and charges of $1.36 biflion in ﬁs:‘.al year 2010/11, and an increase in the
effective tafe of 8.9 percent in 2011 if the rates and charges are adopted as recommended This represents an -

increase of $34 million in reverues in fiscal year 2010/11,

Qption #3

Adopt the CEQA determination and
" a. Determine that the revenue requirement to be paid from rates and charges s $1389 bﬂ[lon for

FY 2010/11 and $1.517 billion for FY 2011/12;
b, . Approve waler rates effective Januvary 1, 2011, and January 1, 2012;
c. Adopt Resolution to Impose the Readiness-fo-Serve Charge' and
d. AdoptResolution to Impose the Capacity Charge.
Fiscal Xmpact: Revenues from rates and charges of $1.35 billion in fiscat year 201 o/t 1, and an increass in the
effective rate of 7.5 percent in 2011, and 7.5 percent in 2012 If the rates and charges are adopted as
recommended, This represents an increase of $29 million In revenues In fiscal year 2010/11,

e i s e e D PR VA
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Option#4  ~
Adopt the CBQA detexmina.tion and
8, Determine that the revenus requirement fo be paid from ratcs and charges is $1.379 bilfion;
_b, Approve water rates efféctive January 1, 2011; -
¢ AdoptResolution to Impose the Readiness-to-Serve Charge;
d. Adopt Resolution to Impose the Capaclty Charge; and
e. Spomsor legislation to change Section 124.5 of the MWD Act to allow Metmpohtan to cap the
maximur tax lévy rate at the rate jn effect for fiscal year 2009/10,
Fiscal Impact: Revenues from rates and charges of $1.36 billion in fiscal year 2010/11, and an increase in the
effestlve rete of 9.6 percent in 2011 if the rates and charges are adopted as recommanded This represents ail.
~ Increase of 337 million in revenuas in fiscal year 2010/11. .
Option #5
Adopt the CEQA determination and instruct staff to modxfy the recommended rates and charges
Fiﬂcnl Impact; Unknown .

Staff Recommendation -
Option #1 . ) - ) ‘ . .
4/1/2010
© Date
412010 .
Dafs -

Attachment 1 — Public Comments * ) .
Aftachment 2 —~ Metropolltan Wat_er District of Southern Callfornla, FY 2010/11 Cost of Service

Attachment 3 — Resolutlon to Flx and Adopt Readiness-to-Serve Charge
Attachment 4 — Resolutlon to Fix and Adopt Capacity Charge

Raf# cfo12604092
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Attachment 1
Public Comments

. Public Hearing Held March 8, 2010
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BOARD OF DIRECTORS
it Bowgock
Dsvid D, De Jests

°  DanHopm., ©

Lult M, Jiarea
Bob Kuhs,

* Johu Mendozs
Joreph T. Ruxdckit

GENERAL MANAGER/CHIEF ENGINEER
Rlelusd W, Hansin, P.E,

February 17; 2010 ) T

Mr, Jeff Kighﬁinger, General Manager
Metropolitan Water District of Southern California

RE: Proposed 2011 Rates

e -

. Dear Jeff:

I am writing on behalf of Three Valleys Municipal Water District and its parter sub-agencies to
state that we are looking for cost certainty with rates over the next fow years. Our primary objectivé
is to have MWD adopt a multi-year rate structure, as the uncertainty of rates from Yyear-to-year
hinders realistic financial planning. - We support MWD adopting a three-year mate increnss that
achieves full cost of service for 2011 with sustalnable rate increases after-that between 2% and 5% v
for 2012 and 2013. ) ’ . )

* By adoptieg muiti-year rates, the following benefits are achieved:
= - Improved ereditability with the citizens of Southem California )
- * Smoother implementation rofated to Proposition 218 compliance and Publle Utility
" Commission hearings for both public and jnvestor-owned refailers -
= Improved financial planning for wholesalers aud retailers i

‘We are also aware that sate sctting is dependent upon water sales, We propose MWD adopt mfes”
based on.& lower amount of expeoted sales. We bolieve this makes sense In light of the following: .
*  Bver-present possibility of lawer projeeted State Water Projeot allocations
*  Lower sales expected due to the message of conservation : :
© ™ Increasing adoptiont of tiered rate strrotures by retail agencies that are [ikely to significantly
reduce current and future water sales, ) ' .
* The ability to-strengthen MWD’s reserves with any sdditional water sold.

Three Valleys and its sub-agencles appreciate your consideration of these suggestions &s you
cantimue the-budgetary and rate setting process. Please don’t hesitate to contact me regarding any
questions. . :

Sincerely,

Richard W, Bansen, P.E,

- General Manager/Chief Engineer
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N

Sun Diego County Water Authoriiy

- 4477 Ovedond Avenve ».San Diego, Colifornia 92123-1233

{858) 5226600 FAX (B58) 522-6568 wwiv.sdewa,org .

March'8, 2010

Mr. Tim Brick -

Chairmian of the Board - ’
Metropalitan Water Distncf. of Sounthern Cahforma
P.O, Box 54153

Los Angeles, CA 50054-0153

Re:  Business and Finance Committes
Mecting of March'8, 2010
. Agendaltem 1
- Public Hearing: Commanrs on proposed rates and charges

Dear Chznman Bnck

The ‘Watcr Authonty believes that Mztropohtan must charpe rates rcﬂecung the actual
cost of its water and servmes, that those rates mnst be reasonable, and that the ratus paid
by each meinber agenny rnust be proportionate to the cost of providing the services that
mesmber agency receives from Metvopolitan, Because Metropolitan's rate structure does
not meet these reguitements, it viclates mdustry standard, cost-of-service prinmples, and -

California law.

The Water Auﬂmmy objécted when Melmpohtan first adopted its new rate stmcture i
2001, and again during the public litaring in 2003 throughi a Ietter fror Mauréen

Stapleton to Metropolitan’s General Manager that was attached to the March 11, 2003 -

Metropolitan Boerd Jetter 9-1. The Water Anthority has repeatedly raised its concems jn

all possxbls forums, including Metropolitan’s Member Agency Managers meetings and.-

meetings of this committee and board of directors, but cur concerns have not bezn
addressed. ‘

Bccause a fmancmﬂy sound Mefropolitan requzres a rate structure that complies with

‘industry standards and California law, the Water Authority retained Bartle Wells

Assaciates, experts in piblic agency utiity rates, to evaluate Metropolitan's proposed
rates, These rate experts have identified fundamental flaws in Metmpoﬁtan § rate

stnlcture that must be corrected.

A public ogency providing a sufe and reliable water supply fo the San Disga regidn

FRINTED ON RECYUIED BPex

Com et temn
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-Mr. Tim Briek

March 8, 2010

First, Metropolitan’s’costs under its contract for State Water Project water supplie;: myst
be allocated 1o the water supply rate. Because these costs are supply-related, neither the
System Access rate nor the System Power rate should recover any of these costs,

Met does not own, operate, or mpintain the State Water Profect facilities. In fact, jts State -
Water Project supply costs are to Metropolitan the same s Metropolitans costs ate to {ts
mamber agencies ~ they are plainly and solely a cost of supply. By way of example, the

B Water Authori€y assigns t0 its water supply rate the cost of purchasing water from Met

and its other suppliers such gs ifs Colorado River Quantification Scttlament Agreement
water. The Water Authority alsa assigns to its supply rate the costs it paysto - .

-Me.tropplitan for wheeling and exchanges becise it does not own the Met facilities

through which its transfer water §s transported: This is the correct and lawil way to-do
it. Indeed, neither Bartle Wells nor the Water Authority’s own professional staff have
been able to find any other SWF contractor that allocates paymests for SWP water irr a
manner similar to Metropolitan”s practice: B

Second, the Water Stewardship rate must #fso be asstmed to supply and charged to
member agencies purchasing water from Metropolitan, This is because the Water

Stetwardship rate recovers costs associated with the provision of subsidies for local supply

projects and conservation programs. These are supply functions aad these costs clearly

' have no relation o Metropolitan’s teansportation facilities,

Metropolitan’s principal act, the common law of ufility m-méking in California,

- Proposition 13, and statutes implamenting Proposition 13 all require that Metropolitan's

rates reflect costs of service which ars (i) actal, (if) reasonable, and (fii) proportionate to

the cost of serving the customers that pay those rates, Because Metropolitan’s rate
structure sequires a custormer or a class of customers to bear costs that ought to be borne

. by others, Metropolitan's rates violate thess xales.

 imported water and locally déveloped sup i
appear relatlvely more costly than is actually the ¢ase; and,

As mresnlt of its misillogation of State Water Project and Water Stewardsﬁip costs,
Metropolitan is undercharging for supply services and overcharging recipients of other
Metyopolitan services, These illegal subsidios and over-charges subvert stated policy:
objectivés of the Metropolitan Board and California Legisleture by deterving:

(  Water conservation, because the cost of water is underpriced;

* (i)}  Development of local water supply resources bacauss the rolative cost of
plies is distorted and tauses Iocal projects to

- (i) Dcyclopmént of a water maxikctby oveipricing the cost of traﬁspurtati'on.
A copy of the Bartls Wells Associates memorandum of findings is attached to this lefter.
This fetter is being submitted jn comection with public testimony at the jublc hearing of .
the Business and Finance Committee. The Water Anthorlty requests that the letter be

2
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M. Tim Brick
March 8, 2010
-madé a record of the Committez and Board proceedings relating to the setﬂng of rate for
. 2011, Thank you for your consideration and we look forward to working withthls -

Comtmittee, the Metropoglitan Board of Directors, and Mctmpohtan ‘staff to remedy these
concerns. . : »

Smcercly,

C R tennr .. Mw_
" Dennis A, Coshman,
- Assistant Gem:ralManagar

cc:  Bosiness and Finance Committes
MWD Board of Directors

Attachment: Bartle Wells Associates Memorandum dated March 5, 2010
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- ’ : 1889 Alcatraz Avenue
BARTLE WELLS ASSOCIATES . = Berkeley, CA 94703

INDEPENDENT PUBLIC FINARCE }DVISORS 510 653 3399 Bax: 510 653 3769

TO:  Sau Diego County Water Authority

FROM’ Thomas Ga.ﬁ'izey { Reed Schmxdt

DATE: March 5, 2010

SUBJECT: Metropolitan Water District of Southern Califortia Water Rates

Intraduction X
Battle Wells Associates (BWA) hag been retained by San Diego Cmmiy Water Authonty
(SDCWA) to exaininte the water mtes charged by Metrapohtan Water District of Southern .

- Colifornia (MET) to ite momtrer #gencies, Barile Wells Assootates provides export ﬁnancsai,
tate shructure design, and sivflar consulting services to many citles 2nd speciul districts: We
have extensive experience fu cost of service rate structure requirements, The generl, -
overarching rule for cost of service rate design for California public agencies ks that rates must
reflect actual costs of providing servme, they must be reasouablc, and the rates mustbe
proporhonnl 1o the cost of the service to the customets pnymg those rates.

Tn conductmg ol review, we have exanimed information regarding MET's rates avellabla

" from MET's website, MET"s Administrative Code provisions regarding rates snd finds, MET

hoard letters regarding rates from 2000 fo the present, MET’s State Water Project contract, and
other information provided by Water Authority staff or obtained by our independent rcsmdx

This memorandum presents 2 summmary of our ﬁndmgs

Findings - : ‘
Our primixy finding is that MET fails fo propm‘ly allocata to the Supply category all of its

 State Water Project (SWP) contract reverue requireraent above that recovered by MET"y,
" readiness-fo-serve charge (RTS) and propetty taxes, Fastead of following standard industry

practice and cost of service allocation principles, MET allocated a substantial portion of the
costs front ifs water supplier (Department of Water Resources) to 2 MET revenue category for
conveyanee and disttibution. This allocation Has resulted fn § improper distortion of MET’s

‘ water Supply and Sysfem Access rates. - It has elso resuited in distortion’ of the System Power

rate, We also find thet & portion of MET"s Water Stewardship revenue requirernent, which is
mtended 10 recover cogts assoclated with ptovldlng subsidies for development of Iocal water,

Bartle Wells Associates I _ Mareh 5, 2010
MWD Rstes Mamo : .

e-mailt pschmidt@bartlewells.con




41312010 C B2 | Aftachment 1, Page’7 of 15 .

supplies and conservation progrems, is
donveyance Servica.

Allocation Of Expenses Is Not Equitable Or Logteal, The Jamuary 12, 2010 MET Board
Action Memo 8-1, shows in Schedule 1 that SWP costs amonnt to be nearly $50! million, 30%
of MET's reverue requirement. These costs are for payments MET makes under ifts SWP water -
supply comiract, Thess are costs for purchasing water that MET then ptovides to fis wholusale
costonzers, The Water is deliveyed to MET through facilities owned, maintained, and opersted
by the State of California, not through facilities MET owns, maintains, and operates, Yet -
" Schedule 5 of the same memo shows that rather than allocating all of these costs to Supply,
- MET’s proposed rate plan allocates $429 million (85%) of such cost to MET’s Canveyances

and Aqueduct sexvics function. Because MET does ot own or operate, maintain, or operate

any of the SWP fucilifies, the SWP costs are 2 MET cost of Supply snd nota costof =~ -.

Cotrveyanoe and Aquednct service, _ '
Although MET rocavers some of the SWP costs through its RTS charge, propery taxes, and

its supply rate, MET ellocates most of its SWP costs to MET"s Conveyanca snd Aquedust
servico functon and then recovets thego servios finction costs with the System Accoss Rate

and the :gstcm 'm Power rute, This is inconsistent with proper cost of service allocation. The
portton of §WP

improperly collected 2s a portion of MET’s charge for

costs cuitenfly sullestud by the Systanr Avocas ratoagd the Systom Power e
should instead be assigned 1o the Supply service function and recovered with the Supply rates,

. Thiy misallecation of Supply oosts is significant now and the misallocation will bave an
increasing impaet over fime— $429 rmillion s a large number, even in the context ofan
egency which serves a region of 19 million people, MET’s own 10-yeur budget forecast
projects that SWP costs will increase dramatically 1n the coming deceds due to the costs of
Delta fix, environmental roquirements and fising exetgy costs associated with globa! warming
regulations, - ' - t e
MET does own and optxate the Coloredo River Aquednct (CRA). MET sllocates to the

* Supply retc water purchase costs that MET pays for Colorado River water under its delivery

contracts with the Secretary of Ierior and tonserved wator purchass agreements with ¢
Imperial Irrigetion District, Palo Verde Ioigation Disttist, and others, MET allocates ofher
costy for' the CRA that do reluté to conveyanes to its Systom Access Rate. ‘This s enfirely
different than MET's SWF contract where it pays a price for a product delivercd by :
 infimstencture which it neither owns nor maintams, By freating both SWP costs and CRA costs”
as contveyance costs, when it is plain that the former arve supply costs #nd the latter ars in
substantial part conveyance costs, the MET rate strugture treats dissimilar costs a8 though they
were the same and deviates from reasonble industry practice and the stated logic of the rates
themseives In doing 5o, B , - )

Angther misallocation regards the System Power rate, which recovers the costs of pumping
water frot the SWP and Colorado River to MET"s service erea. Curtently, MET allocates the

Bartle Wells Associotes ‘

2 _ March 5, 2010
MWD Rates Mamo - .
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power costs 1d the Conveyance and Aqueduct service function, This allocation is not carrect
for water supplied by the SWP. The SWP power costs should be allocated to the Supply
service function and recovered through the Supply tates, because they are & supply-related
cost,. MET’s purrent allocation is not consistent with how MET allosates power costs related
to water treattnent to the Treatment Surcharge, MET’s allocation for supply should be o
consistent with the allocation c))t' power cosis for treatment, -

Wa reviewed information fropu thres othier SWP contfracting agancies aund all of them allocate
SWP costs as supply costs. We are aware 0f no other agency that benefits from the SWP that
aljocates SWP costs the way MET does. BWA. finds MET's cost-ofiservice allocation §s not
consistent with proper cost of servica allocation, and is not consistent with industry practice,

MET’s Water Rate Structure Does Not Accomplish MET’s Stated Goals, The October
16, 2001 MET Board Action Mero 9-6 stated that proposed MWD rate struoture finthers
MET’s strategio objectives, supporis and encourages sound water resource rmanagement, *
aocormmodates a water transfar market, enhances fiscal stability and is based on cost-of-service
principles, The development of a water market in Calfforniz 15 2 goal also expressed asa
Legislative policy of the State in Water Code Sections 109(b) and 475. However, by .

- allocating & disptoportiouate amount of ifs costs to cpuveyance and aquediet rates, MET

" hindérs ifs mezaber agenclos frem developing watey transfar programs — .., the cost of watsr
transfers is artificially inflated and the market is distotted to discourage what the MET Board

has stated it wishes to encourage. :

Artificially redncing supply rates reduces the finanoial ineentive to secnro local water supply
altermatives, aud disserves MET policy and good public policy given the water supply sitnation
in our State, the Jong-term threats tp the MET"s SWP gupply and hicreased competition from
other Colorado River Basin states for supplies defiverad via the CRA, _

By not allucating SWP project costs to the supply rates, MET"s current water rates and cost
dllocation: do hot encourage conservation by its metmber ugencies, thus compromistag another
fondamental policy goal of MET and the Legislature (Water Code Sections 10608 and
10608.4). Higher supply rates that mors accuraisly reflect supply costs would send an

acowrate price signal to MET wember agencies and encourags water conservation and

development of Jocal water supplics, Subsidized supply prices distort the price signal and
ereaty irrational incentives for Southem Celifornians facing very grave risks to their short-ferm

and jong-term watar supplies, :

Water Stewardship Rate. MET has & gos] of encouraging member agencies to develop other
sources of water. (October 16, 2001 MET Board Action Memo 9-1,'Att, 1, page 2) MET's
Water Stewerdship Rate recovers the costs associated with MET"s subsidies fo local agencies
for the development of new local supply projects and fimding of conservation programe, The
Water Stawandship Rate should niot be charged on a1l water maved through the MET systerd,
but only on water thet MET sells to its member agencies, Because the Water Stewardship

" Bartla Wells Assoctates 3 . . MarchS§,2000
MWD Rates Memo - :

{
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service fimetion is fnfended to icrease water supply through projects, such ay recycling,
desalination, end groundwater recovery, md conservation, the costs of these projeots should be
recovered with Supply refes, B .

MET’s 2001 Rate Stracture aud Cost-of-Service Study. MET’s cinrent water rate stracture
differs from what was presénted in MEI™s 2001 Rate Stady. Several components of MET's-
carrent stracture have changed in deseription and purpose since the 2001 Rate Study— which
is the stated besis of MET s eutrent mates — so fhat the current rate structure fs therefore not
well supported by that study. ' S

Aftached is 2 graphic msing data provided by MET during 4 cost of service review proseniation
in July 2009 that shows a proper reallocation of MET’s ravemus requirement to sppropriate -
MET rate cetegories, based on the principles discussed in this memorandum, ..

Bartle Wells Asyociates 4 ' *. March 5,2010
MWD Rates Meme .
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THOMAS E. GAFFNEY PE, CIPFA
Experience

Thomss B. Gaﬁimyxsapnnmpalcansuhmtoﬂhsﬁmandhas over 35 yems ofca:mﬂungvxpeﬂcme.

He is an expert in developing financing plans impact foe studics, utility rate studies, mult-agency contracts
and finincing programs, cottract negotiations, and bond marketing, Mr. Gaffney has dirbcted projects
involving more thxm 300 separate agencics in California and five other wesfem states,

"M, Gaffney bas developed the key tenms and condifions ofmulﬁpia—agency agreements for over 20 regional
financing programs, “Lom has served as project manager on prmccl: mvolvmg water and wastewater, -

reclaimed wator, hydroelectdoity, public buildings, commmaity storm drainags, flood control, and highways.
Ha has holped implement utility billiag systmsforovet 20 local ngcnciw. Mr. Gaﬁ‘nsy has manxged salw

of various forms of rmimicipel bopds. . . .
Mr, Gaﬂ‘iu:y spnml!zes in wnwr—tclmd financing plane aud rafe stdies, Fo lins worked axtensavely

" developing wastowater tevenne programs conforming to the SWRCH's Reverme Program Guidelines, He
- has developed waler moto analyses involving virtually every type of ﬁxod and volume water Tato

configirations, .
Reprexentnfive Azslgnments

3 Gityof Veravifer Water nnd wiistoventer.ratz sfilies md wastewater capital facilities ﬁmnmnz plm '
Developed wastewater connection oharge,
City of Fresna: Prepared financial plan und rate study for $400 million of wastewater facilities,
Worked with citizen’s Utility Advisory Board to secure approval of mate recommendations, -
Selina-Kingshurg-Fowler CSD: Prepared 8 Financial Policled and CIP Updats for $28 million of
. capital facllitics. Recommended congection charges for the district and jts member citiey,
City of Woodland: Prepared water, wastewater, and storpy dratn ratos studies. DeveIOpcd a folly pay-
eeyou-go financing plan for each of the thres City epierprises, -
- City of Thousand Ouks: Wastowater finsnoing plan inchading SRF Joans, revenns bcndn and rafes.
" and connection charges for $75 million of ca;nml impravements. Water financing plang end rate

studies,
City of Petzlomn; Developed financing plan for $125 millfon Ellis Creck waskwater treatment plagt.

Assisted with secating $115 million of SRF loans and Slobmnﬂun Jine of credit,

Napa Sanitation District: Prepered a revente program required for SRF loan appruval. Developed a

pay-gs-you-go fimancing plan for $10 million of wastewaler facilities, N

Novato Sdnlfary Distelets. Financial advisor for $110 million wastewster tmafmcut master plan

Recommenided & reyorve policy plan for District funds,”

»  Zone T Watar Agency? Prepared 2 plan fnrﬁnnncmgagﬂcldmral water facilifics totaling over $200
millian. Daveloping finencing elements for stresin management master plar. .

Memberships and Professlonal AfMintions
a  Chalifornia Association of Sanitation Agencies
" Cal_ifcmia ‘Water Environment Aszocdation
Registrations/Certifications

. Registered Civil- Enpingtr in California

Certified Independent Publie Finaoce Advisor (CIPFAY, and professional msm‘bcr of the National .

* Assoclation of Indupmdmt Publu'. F‘mance Advxsors

Education
B.S,, Civil Engineering, Univeisity oECahfomm, Barke[ey

M.BA., Finence, University of California, Betkeley
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REED V. SCHMIDT, CIPEA

Experience : '
Reed V. Schmidt s a priteipal consultant wnh30 years of practical cxpmmca In financisl and nconmma

wmﬂung,rcsmh, and avalysis. He hag directed over [50 projects for cities, counties, and specisl districts {n
the aresng of public works figapcing, uh[itymtzatudm. utllity connection fee studies, public wtility priolng and

vnlnntwn, and encrgy plauning,

- Mr Sohmidt’s expestisg ip cregungﬁnnnclal plans foi Incal gdvornments jn ordex to complete wator
wastcwaler, and recyclod water capital programs, His comprohensive plans have avalyzed n wide variaty

of financing mechanisms, both sonventions] and innovative, and have identified the sources of revame fo
fund capital and gperating coais, Hehas developed cast-of-service studics forwab:_r. wastewater, end
eléotricity rates, and hes developed competer models 10 design water and sewer rates and comection faes,

Mr. Sohmidt has appesred a5 aa expert witasss on utility rates and costs before regulatory agenoies in
Califorrda, Nevada, Tuxas, Arkansgs, and Ohfo. He bas appmsed public nlity property and has
appearcd a8 mn expert witness in superior coutt.

Befors jofning Bartle Welly Associates, Mr, Schmidt was a parlmn' in Chester & Schmxdt Consultznts and
had also worked as m hidependent consultant. He bogen hls consulting career as sendor financial analyst
with Turmer, Collie & Braden, Inc,, in Houston, and was nlso senlor scoppmmt #nd yiilitiss a.nabuf. with

Jonss-Tilfstn &Anmnlnteh it Sz Mateo,

Reprezenmﬁve Asnigmnenﬁ
n  Montura Water & Sanitary Dis@rict: Water itz design, finanofal feestbility analys:s, and
riogotiations for purchese of the Distriet's water system, Flnanclal advisor.on salz of bonds & notes.
City of Brentwood: water und wastewater mte studies,
Clty of Cotatl: Water and wastewater rato studics and devélopment impact feés,

" Deltg Diablo Sanitation District: Wastewnter rato and fee sualysis; power purchase negatiations,
South Tahoe Publie Ufility Distrlets Fiuancing plans for water and wastoweter oapital Improvement
programs and finencial advisory sarvicos for water iod wastewster rovenue bonds,

City of Himtingfon Beach: . Water rate study and evaluation of trensitioning to Hored quantity rates,
East Bay Munieipal Utility District: Power purchasing evaboations for water and waslewater
operations, elesiric rate analysis, and feasibxhty studies, -
Tahoe City Peblic Dility Distrlet: Water and westcwater financing plens and bond sales,

City of Benlciz: Financing opfions analysis for wates and sewer capital projents,

Tronhonse Sanltary Dixtrict; Finanging plan and rmmcommnnﬂnmns for westewater h'ealment

apd dispogal fasilitios.
* Sun Lorenzo Valley Water Districts feaslbﬂxty dssedsment of purchase of 2 private water systern,
Town of Apple Valley: feasibility study of acquisition of two privately owned water companies,
. Sanitary District No. 2 of Marin County: Deslgn 61 weatswater connection foe.
Clty of Yuba City: ‘Sale of water Tevenue certxﬁmtcs to doquire upnvutz water Company and

valuatjon of water system.

LI I

Memberships mid Professionsl Affiliations

. National Association of Business Econonmists, IntomanonalAssnmaum of Energy Economicy, md

American Waber Worka Asgociation
Education -

B.A,, magua cum lsude, Beonomics - University of Houston

MA., Economms Unwarsxty ofHoustun .

Cerﬂﬁcxhon
Certified Independent Public Fipance Advisor (CIPFA)

meessional member of the Natiopsl Assomﬁm of’ Indep;ndentl’nbhc me:oe Advisors

(
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BARTLE WELLS ASSOCIATES : : -

Bartle Wells Aysociates is an indepcadent financial advisor to public agencies with expertisc in water,
wistewater and recycled water rates and fipance. Our firm was established in 1964 and is owned and mansged

by its principel consultants. Weo have advised over 480 public agencies in the western United Stafes and
completed over 3,000 assignments. Bartle Wells Associates hes the diversity of experience and abilities to evaluate
_ ol types of financial issucs faced by local governments andtoxwuunnwd themost appmpnmc, cost-effective, md

pracncalsolnhons.
artle Wells Assoolates specializes in three professional servi i
: ity rata & fo s % PROVESSIONAL émw_cas

finanieial plans, utflity raté-& fes studies, xud project financing. o

Wearé thg only independent financisl advzsurpmw.dmg all thres = Binjiclal Plais

‘services to public agencies, _ ® Ratd§ Fey Stidies -
w Prajdot Fligelng

Berlle Wolls Associahss hnt 3 highly-qualified professional B R el .

staf¥ with backgrounds in finemce, civﬂengmem-mg, business,
public administration, and economics. The firm is & charler member of fhe Nationsl Assooiahon of

Indzpendent Publio Finsnco Advisors (NAIEFA), which establishes strict ctitctia for independent advisory
finmia, All of our comultamis sre Certificd Indopendent Public Finence Advisors (CLPFAs),

 FINANGIAL BLANS O financla] plans provide agesrcles with & Hlexible romdmap for fimiing lung—fm‘m
operating and capital noeds. We develop long-tenm cash flaw projecucns to help agencies avaluse the wide
yange of financing options available and {dentify long-term revenus requirements. If debt js noeded, we
recommend the most appropriste and Jowest-cost finmucing approaches and clearly identify the sources of
"reverme for funding projects and reprying debt, ' Wa ulyo help agencics develop prodent finaneial policies,
such as fond reacrve targets, o support sonnd financiel management, BWA has developed over 1,000
financial plans to belp water and wasiowater agnnuks ﬁmd their upamnng and cupital prograns and maintain

long-torn finpnoial health

RATE & FEE STUDIES Onrrafe amifee.rmdze: empluy‘ 8 cost-ofservic approgch and are desfgned to
maintain the long-term financial health of a utility cuterpriss while being fhir to all sustomers; We develop

- praetical recommoendations thet are easy to fmplement and often phase in rafe adjustments over fime to
‘minitmize the intpact on ratepayers. We also have extensive expedence developing impact fees to recover the
costs of infinstructure required to scrve new development. BWA bas comploted hundteds of water, wastewater,
and reeydled water rafo and fee studies. We are famillar with virtuelly every type of veter mad sewerrate -
stiuoture and atc knowledgeable abont the legal requirements goverriing water sud suwer rates and conection
fees, We develop clear, effective presentations and have rcprcsen’ced cities anid speclal districts al bungdreds of
public hearings to build conscasus and public secephmes for our recommendations.

PROJECT FINANGCING Qur pra_]act  finémeing experiénce includes coordinauon of over 300 bond sales
inoluding General Obligation bonds, water snd sewer fovenue bonds, Assessntent District bonds, Mello-Roos

Community Facilities District bonds, mulii-ageucy bond pools, and Ceificates of Participation (COPs). We
also have extensive experience belping agmc:'m seours fimding via coinpetitively bid bank Ioans, lines of

oredit, end state and federal grants sud lom programs, To date, we have hslped Califotnia ngcncxcs obtain

avés $4 hillion of infrastrucfure ﬂmuclng. We generally recommend issuing debt viaa competitive sale
 process to achieve the lowest interest mies possible. As indepeodent finencial advisors, we work oaly for
public agencies and do not by, trade, orresell bonds, Onr work is éoncentrated on providing independent
pdvice which cables our clients to finance their projects on the most favorable tetma ~ lowest jssvance costs,

lowest mtarestmm. smallest issne size, and greatest fexibility,

Baxﬂz Wellg Associates i§ comuuitted to providing value and the best advice to our olients, Ouwr strenth Is
gquelity—the quality of advice, service, snd work we do forall our r clents.
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Bo-.md of Cirgetors ’
| . W '
L e e o \luuul)ml \.\ulvl Districr -
50 Years of Pure Excellence
1359 ~ 2003

March A, 20 10

Metropoman Water District of Sauthern California
Buginess and Finance Committee Board of Diractors .

700 N, Alameda Streat .
Los Angeles, CA 90012

Olivenhain Munlclpal Water Dlstfict s Ob]ections to MWD s Opﬂons for
2070111 ratas and charges ’

Re:

Dear Buslness and Fnanae Commlltea Board of Drrectars.

The Olivephain MUnn:lpal Water DIstrlcl (Dnstﬂct) waould like to officlally be enteréd inta
the public record of the Metropolitan Waler District of Southern Galifornia (MWD)
Bushess and Finance Commilise meeting as ob]ectlng lo the larg&water wrraldsale

cost Increasey,

" The Distrlct Is a member agency of the San Diega.County Waler Authority (Aulhonty)
and provides retail waler lreatment and sipply lo approximately 68,000 cugiomers in
north San Dlego County. The District purchases Its watar fram the Authority wha gats

the-majority of Its water-supply from MWD,

[ ‘
Qur customers ars belng faced wnh unprecedenled. grave sconomic times, with 8an -
Diega's unemployment rate soaring at 10.1%. Wa are asking tha MWD's Business and

Finance Commiltes mambars lo be exirémely sensitive (o the retall water agenclas”
water customers who, in effect, would ba expacled to cover. MWD's budge! shortfalls,

;o : When tha MWD's Baard of Diréclors adopled & 21,1% rate increase and the Autliority
P ) . Increased Its wholesale waler cosl ta all of it retail agencies by 18.1% in 2006, the

i _  District passed through only 8% of the water wholesale cast Increase to our customers

' - by Implemstiting a variely of mitlgation measures, The District has aggressively
implemented budge! cutting measures in response to dramalic increasas In our cost of
water combined with cancurrently lower water sales dus lo conservation. Six (8) of our
Full-Tima pasitians have not been filled, represenling an approximale 7% reduction In
our work force. Our customers and Board of Diractors sxpect District's Staff lo oparate
with less personnel and resources In coping with lhe tough sconomic: Umes

The District beheves that custarriers wha hava partfcnpated in our cansarvalion
programs to reduce water usa, including but net fimited. to our farmers who have
- absorbed a 30% cul In their water use aver the last few years, should 1ot be rewarded

L with:a higher cest of water.
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]

We propose the following suggestion for the Committee’s consideralion:

The.District understands the impartance of maintaining Matropohlan L fmanc;al
heaith and the neéd lo preserve the excellen! band ratngs which ultimately provide
considerable savings fo rale payers. However, in light of the need to-balance difficull
exlernal sconomic conditions impacting the member Bgencies, we expect more
budgst culfing measures proposed by MWD's Staft in the Operation and
Maintenance expenditures, not just a 3 million redustion or @ 1% cut) as currently,
proposad in order to mitigata the depletion in MWD's financial reserves, Whils the
* District understands that the wholesale waler costs will continue lo rise, we are
requesting the Business and Finance Commities members lo ask their Staff to
Idenlify additianal, creatlve cogl-culting measuras in respense lo dramatlcally iower

revenues .- -

Thank you for allowlng us the opportunity to be heard. The Dislrict believes passvonalely
that MWD needs to fake into account the perspectives and neads of the retail water
supplfers who are on.the front fina and directly accountable to the public. As a side °

“rote; we aeg siso concemed that the information was only avallabla one wask bafore
the public hearing on this Issug by MWD, - .

Finally, when a rate option is ultimalely selected by tha MWD Board, please eonsidar

- support for an option similar ko your proposed oglion 2 that allows for a smoolher rata
implamantation far our cuslomers, .

 Mark A, Mulr
OMWD Board Treasurer and
OMWD San Disgo County Waler Aulhonty Representative

Copy To: San Diego Delegates for Metropolitan )

-
e
: e
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-1 Cost of Service

Prior to discussing the speciﬁc rates and charges that meke up the rate structure, itis unportant fo
understand the cost of service process that supports the rates and charges, The purpose of the cost of
service prooess is to: (1) Identify which costs should be recovered through rates and charpes;

(2) organize Metropolitan's costs into service fimetions; and (3) ¢lassify service function costs on the
basis for which the cost wes incurred, The purpose of sorting Metropolitan's costs in 4 manner that
reflects the fype of service provided (e.g. supply vs. conveyance), the charagteristics of the cost -

(e.g. fixed or variable) and the reason why the cost was Incuried (e.g. to meét peak or average
demand) is to create logical cost of service “building blocks™ The building blocks can than be
arranged to design rate§ and charges with a reasoriable nexus between costs and benefits, -

11 Costof Service Process .
A’I‘he general cost of service pmcws mvolves ﬁxe four basle steps ouﬂmed below

Ste I Develo, ‘Revenue Re

In the revenue reqwremem ‘step, the costs that Metropolitan must recover through ratss and’ charges,
after consideration of revenue ofisets, are-identified. The cash needs approach, an accepted industry
practice for government-owned utilities, has historically been used in identifying Metropohtan’
revenue Tequirements and was applied for the purposes of this study. Under the cash needs approach,
revenue raquirements jnclude operating costs and annval requirements for meeting financed capital -
items {debt servica, funding ofreplacemmﬂand refirbishment from upcrating revenues, efc.),

Qt_ep 2 — Mentification 0[ Service Functlon Costs

In the functional allogation step, revenue requirements are allocated to different can:gones based on
the operational fonetions servad by each cost. The finctional categorles are identified in such a way _
as to allow the development of Jogical allocation bases. The functional categorlcs used in the cost of

service process include;
» Supply -
» ' Conveyange and Aqueduct
» Storage
¢ Treatment
» Distribution
»  Demand Management
» Administrative and General
» Hydroelectric

It order to provide more finite functional allocation, many of these functional categories are
subdivided into more detailed sub-functions i the cost of service process. For example, costs for the
Supply and Conveyance and Aqueduct finctions are further subdivided into the sub-functions State -
Water Project (SWP), Colorado River Aquedicot (CRA), and Other. Slmilarly, costs in the Storage
function are broken down into the sub-ﬁmcﬁoens Emergency‘Storage, Drought Carmryover Storage, and

Regulatory Stomge.
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.Stg 3 - Classification Of Costs

In the cost classification step, functionalized Gosts are 'sepuratad into categoriés according to their

causes and bebavioral characteristics. Proper cost classification is critical in developing g rate

structure that recovers costs in a manner consistent with the causes and behaviors.of those costs,
Under American Water Works Associgtion (AWWA) guidelines, cost classification may be dons
using either the Base/Extta-Capaclty approach or the Commodity/Demard approach, In the simplest
sense, these approaches offer elternative means of distinguishing between utility costs incurred to

- meef average or base demands.and costs Incurred to meet peak demands. The Commodity/Demand
" approach was modified for its application fo Metropolitan's rate struéture by adding a separate cost
classifipation for costs related to providing standby service, Analysis of system operating data

indicated that 2 modified Commodity/Demand approach was most appropriate for developing
Metropolitan’s cost of service classification bases. ' .

‘Step 4 - Allocatlo To ‘Design Element,

The allocation of costs to the rate desigh elements depénds on the purpose for which the cost was
fenrred and the manner in which the member agencles nse the Metropolitan system. For example;
costs incurred to meet average system demends are typically recovered by dollar per acra-foot rates
and are allocated based an the volume of water purchesed by each agency. “Rates that arc levied on
the amount or volume of watér delivered are commonly referted to as volumetric rates as the.
customet’s costs vary with the volume of water purchased, Costs Incurred fo meet peak demands
(referred to in this report as demand costs) are recovered through a peaking charge (the Capacity
Charge) and are allocated to agencies based on their peak demand behavior. Costs Incurred to
provide standby service in the event of an emergenay are reforred to here as standby costs. .
Differentlating between costs for average usage and peak usage is just one example of how the cost of
service process allows for the design of rates and charges that improves overall customer equity and
efficiency. Figure 1 swnumarizes the cost of service process, ) L )
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Flgure 1. The Cost of Service Pmceés

-

) Step1 Development of REVE@ _

Requirement

R ’ - Functipnalization of
| s [ e )

: "+ Classification of -
Siep3 [ Costy . _ ]

. ' Allpeation of Costs toRate |
Step 4 + Desien Elements,

L 2 Revenue Requirements

The estimated: revenus requirements presented in ﬂus report are for FY 2010/11, Thmughout the
report, FY 2010711 is-used as fhe “fest year” to demonstrate the application of the cost of service
process. Schedule 1 summarizes the FY 2010/11 revenue requirement by the major budget line ftems
used in Metrapelitan's budgeting process. Current estimates indicate Metropolitan’s annual cash
expenditures (including capital financing costs, but not construction outlays financed with bond

- praceeds) will total approximtely $1.54 billion in FY 201011,

The rates and charges do not bave to cover this entite amount, Metropolitan generates a mgmﬁcant
amount of reévenue from interest income, hydraelectric power sales and miscellaneous income. These
Internally generafed revenues ars referred to as revenue.offsets and are expected 10 generate about

-~ $73 million in FY 2010/11. It is expected that Metropolitan will also generate about $82 million in

ad valarem property tax revenues and annexsfion charges, Prope:rty tax revenues are nsed 1o pay fora
portion of Metropolitan®s general obligatlon bond débt service, and a portion of Metropolitan’s :
obligation to pay for debt service on bonds issued to fand the Stafe Water Project, .The fotal revenne .
offsets for FY 2010711 are estimated to be around $155 million.. Therefore, the revenue required i
from rates and charges is the difference between the total costs and the revenue offsels, or

$1,39 billlon, No withdrawals from the Water Rate Stabilization Fund will be used to fand
Metropolitan’s expenditures during 2010/11, Given an effective date of January 1, 2011, the rates

and charges recommended in this report, comblned with rates and charges effective through
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December 3] 1, 2010 will generate a total of $1,37 billion i 2010/11. The rates would recaver the cost
of service, . . .

All of Metropolitan's costs fall under the broad categories of Departmental Costs or General Distriet
-Requirements. Deparimental Costs include budgeted items ident!fied with specific organizational .
groups, General District Requirements consist of requirements associated with the Colorado River
Aqueduct, State Water Project, the capital financing costs associated with the Capital Investment

Program (CIP), and Water Management Programs. General District Requirements also’Include
reserve fund transfers required by bond covenants and Metropolitan’s Adminlstrative Code, )

When consjdered In total, General Dlstrict Requirements make up approximately 72 percent of the
absolute value of the allocated costs, The largest component of the revenue requirement relates to
SWP expenditures, which maks up approximately 29 percent of Metropolitan’s FY 2010/11 revenue
requirements. Metropolitan’s SWP contract requires Metropolitan to pay its allocated share of the
capital, minimim operations, maintenannce, power and replacement costs incurred to develop and

* convey water through the project irespective of the quantity of water Metropolitan takes delivery of

In any given year. Metropolitan's capital financing program is the second largest component of the

 revere requirement, constituting approximately 26 percent of the revenue requirement,

Departmental O&M costs make ip 19 percent of the total revenue requirement In FY 2010/11. Water
System Operations Is the largest single component of the Dejartmental Costs and accounts for 11
percent of the revenue requirement.“Water System Operations responsibilities include operating and
maintaining Metropolitan's pamping, storage, treatment, and hydroelecttic facilities, as well as the
Colorado River Aqueduct and other conveyance and supply facilities.

~ 1

! The revenue requirement includes a $15.5 million increase In required reserves assoclated with changes In the -
minimum rate stabilization reserves, Since the rate stabllization funds exceed this minitum, revenues are not
required to fund that change in required reserves. As such, revenues need fo only gencrate $1.37 billion.

i
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Schedule 1. Revenue Requirements (by budpet line itex'n)

z -y .
—_— - . . e e '. N [ P .

Fiscal Year Ending.! % of Revenue

-+ +Totals may not foot due to rounding :

1.3 Service Funefion Costs

Sevoral major service fimotions result in the delivery of water to Metropolitan’s member agencies,
These include the supply itself; the conveyance capacity and enetgy used to move the supply, storage
of water, distribution of supplies within Metropolitan®s system, and trentment of these supplies.
Metropolitan’s rate’ structure recovers the majority of the cost of providing these functions throngh
rates and charges, : . o -

The fanctional categories developed for Metropolitan's cost of seivice process are consistent with the
American Water Works Association rate setting guidelines, a standard chart of accounts for utilities
developed by the National Assoclation of Regulatory Commissioners (NARUC), and the National
Council of Governmental Acconnting, Because all water utilities are not identical, the rate structute
reflects Metropolitan’s mnique physical, financial, and institutional characteristics: T

A key goal of functional allocation is to maximize the degree to whigh tates and charges reflect the
costs of providing different types of service, For functional allacation to be of maximum benefit, two

criteria must be kept in mind when establishing functional categories. _
»  The categories shovld correlate charges for different types-of service with the costs of
providing those different types of service; and o .
*  EBach function should include reasonable aflogation bases by which costs may be allocated.
Each of the functions developed for the cost of service p}occss is described below,

»  Supply. This fimction includes costs for those SWP and CRA faollities and programs that
relate to maintalning and developing supplies to mest the member agencies’ demands, For
example, Metropolitan’s supply related costs inginde investménts in tha Conservation
Agteement with the Imperial Irfigation District and the Palo Verde lrrigation District (PVID)
Program from the Colorado River supply programs, The SWP programs include the Drought

’ . ‘ 2014 Requirements (1)] .
Deparimental Operations & Malntenance " 322,028,600 - 19.0%
‘General District Requirements . . T .

- State Water Project . : v 497,325,222 29.3%
Coloradg Rlver Aqueduct , - . -58,508,167 . 3.5%
Supply Program Costs pald from operating revenues . 103,166,940 . B.1%
Water Management Programs - . . 58,238,726 3.4%
Capltal Financing Program _ : 443,120,428 T 26,1%
Other O&M . i - ) 15,436,100 0.9% -

- Incraase (Decrease) In Required Reserves T - 45.100,000] . 2.7%
Total - : ) : 3 o ‘!,221.953,584 ?1-9%
Revenue Offsats ' ' {154,5880,952) 9.4%
Net Revenua Requirements 1§ - 1,389,131,232 ' 160.0%
. (1) Given as a pefgentage of the absalute values of total dollars allocated,
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Water Bank purchases, and transfer programs such as Semitropic Waxer Storage Frogram,
Yuba Accord Program, and the Arvin-Edison Water Storage Program. Supply costs also
include costs of thé State Water Pm_yect that relate to developing water supply and ase
reflected fn Metropolitan’s irvoices as supply costs, Costs for groundwater conjunctive use
programs within Metropolitan’s service area, such as the North Las Posas Grotindwater Basin
Conjunctive Use Agreement are also included,

Conveyance and Aqueduct, This function Includes the capital, operations, maintenance, and

.overhiead costs for SWP and CRA facilities that comvéy water to Metropolitan's internal
distribution system. Variable power costs for the SWP and CRA are also considered to be

-Conveyance and Aqueduct costs but are separately reported tmder a “power” sub-function.

Conveyancs and Aqueduot facilities can be distinguished from Metropolitin's other facilities
pnmanly by the fact that they donot typiéally include direct connections to thé member
agenoies.. For purposes of this study, the Inland Feeder Project functlons as an extension of -

. the SWP Bast Branch and Is ﬂleret‘ore considered a Conveyance and Aqueduct facﬂlty as

well, .
Slaragc. Storags costs include the capital ﬂnancing, operating, maintenance, and overhead

.costs for Diamond Valley Laks, Lake Mathaws, Lake Skinner, and five smafler regulatory

reservoirs within the distributlon systen. Metropolitan’s larger storage facilities are operated
to provide (1) amergency storage in the event of an earthquake or similar system outage;

{2) drought storage that produces additiona} supplies during times of shortage; and

(3) regulatory storage to balance system demands and supplieg and provide for operating
flexibility. To reasonably allocate the costs of storage capacify among member agencles, the
storage service function is categonzed into sub-functions of emergency, drought, and
regulatory storage.

Treitment, This function includes capital ﬁnancing, opemtmg. maintenance, and ovethead
costs for Mefropolitan's five treatment plants and is considered separately from other costs so'
that treated water service may be priced separately.

Distribution,. This function includes capital financing, operat[ng, mamtenance, and oVerhwd
costs for the “In-basin” feeders, canals, pipelines, latsrals, and other appurienant works. The

" “n-basin” facilities are distinguished fiom Convéyance and Aqueduct factfities at the point of
~ connection to the SWP, Lake Mathews, and Other major tumouts along the CRA. facllities, L

Demand Management. A separate demand management service function has been used to
clearly identify the cost of Metropplitan’s investments in local resources lke conservatmn.

recycling, and desalipation.
Administrative and General (A&G). Thesa costs ocour in each of the Groups’ depa:tmental

budgets and rafleet overhead costs that cannot be directly functionalized. The cost-of-service
process aflocates A&G costs to the service functmns based on the labor costs of non-A&ZG

dollars allocated to each ﬁmchun.

Hjldraelectrm. Hydroe)ectnc costs Include the capital financlng, operating, maintenance, ‘and
overhead costs incurred to operate the 16 small hydroelectric plants located thronghout the
water distributlon system.

[ . [ S SV
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131  Functional Allocation Bases

The functional allocation bases are uged to allocate & cost to the varlous service functions, The -
primary functiona] allocation bases used in the cost-of-service process are listed below,

Direct assignment - © . ' :
Worl-In-Progress or Net Book Valus plos Work-In-Progress
*Prorating in proportion ta other allocations

Manager analysis

© n 9 .

Schedule 2 summarizes the amounts of fotal cosf allocated using each of the above tyées' of allocation
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: . Estimated for % of Allocatad
| Primary Functional Allocation Bases FY 2011 ~__Dolars
Dirsct Assighment - . ’ $  1,008,B28,974 - 59,3%
Wark In Progress/Net Book Valug ' 484,302,282 2B.5%
Prorating - 76,042,830 4.5%
Manager Analygls 27,663,100 1.6%
Other $ 103,165,040 8,1%
Total Dollars Allocated $. 1,608,893,135 100,0%
Portion of Above Allacations Relating to; ‘
Revenua Requirements before Offsefs . 1,544,012,184
- Ravehua Offsats 154,880,852
Total Dollars Allocated $  1,898,893,135

Totals may not foot dua to rounding

veo menbeane o, 0
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o .- Eachofthe primary allocation bases Is discussed in detail in the remainder of this section. Discussion *
’ e of each allocation basis includes examples of costs allocated using that particular basis,

(n) Direct assignment
Direct assignment makes use of a ¢lear and direct cormectlon betiveen a revenue requirement and
the function being served by that revenue requirement. Directly assigned costs typically include:
costs associated with specific freatment plants, purely administrative costs, and certain =~ -
distritnstion and conveyance deparjmental costs. Examples of costs that are directly assxgned to
spcmﬁc fnuctnonal catagones are givcn below,

*  Water System Operations Group departmental costs for freatment plants are directly
assigned to treatment.
- Transmission charges for State Water Confract are directly assigned to conveyance

SWP

{(b) Work-In-Progress; Net Book Value Plng Work-Iu-Progress
Capital finanging costs, inclding debt serviee and *pay-as-you-go™ funding of replacements and
refurbishments fiom operating revenues, comprise about 26 percent of Medropolitad"s anmual
‘revenue requirements. One approach would bs to allocate payments on each debt issue in direct
proportion to specific projest expenditures made using bond proceeds. But, this approach wonld
result in 2 high degree of volatility in relative capital cost allogations from year to yemr, The
approach used in this analysis is one widely used in water industry cost-of-service studies.
Capttal and-debf-related costs (inchiding repair and replacement costs paid from current }
revenues) are allocated on the basis of the relative net book values of fixed assets within each
fumctional category.- This approach produces capital cost allocations that aré consistent with the
finctional distibution of assets. Also, since the allocation basis is tled to fixed asset records
rather than debt payment records, the resulting allocations are more reflective of the trus useful
lives of assets, Use of net book values as an allomtion basis provides an improved metching of
: functional costs with asset lives. A listing of fixed asset net book values summarized by asset -
_ funetion is shoWn in Sehedule 3. .




) -
4/13/2010 Board Meeting &2 Attachment 2, Page 13 of 36
Schedule 3, Net Book Value and Work in Progress Aliocation Base
L NBV for - % of Tofal
Functional Catagories FY 2011 ~_NBY
Source af Supply § 34,810,760 | 04%
Convayance & Aqueduct. 1,451,574,780 18.3%
Storage 2,260,080,169 | 28.9%
Tréatment 2,616926731| © - 33,0%
Distribution 1,157,166,004 14.6%
Administrative & General 273,732,097 3.5%
Hydroelectrlc . 111,873,118 1.4%
_Total Fixad Assots Nat Book Valua $  7,934,263,668 100,0%

Totals tay not foot due to rounding
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In most instances, the cost-of-service procesa uses net book value plus wurk-in—pmgress o
develop allocation bases for debt and capital oosts. For organizational units handling current

- construction actxvtly, however, allocations are based on work-in-progress alone, For these

organizational units, exclusion of net book value from the allocation basis is done because the
costs being al]ocated relate dxrectly to work in progress not yet reflected in the completed assets

. records.

Bxamples of revenus reqmrements allocated using these net book value and work—m-progress
allocations are shown below. :

*  General O‘bhgatxon and Revenue Bond Debt Service; allaaaied using Work In
Progress plus Net Book Value.

*  Anmual deposxt of operating revenue to replacement and reﬁ:rblshmmt fund:
allocated using Work In Progress plus Net Book Value,

To calculate the relative percentage of fixed assets in each fimetional category, Metropolitan
staff conducted a detailed analysis of historical accounting records and built a database of fixed
asset accounts that contains records for all facilities currently in service and under construction.
Each facility was sorfed info the major service function that best representad the facilities

* primary purpose and was then further categorized into the appropriate sub-functons desoribed -
" ealier. _ .

{c) Prorating in praoportion to other allocations

Utility cost af service studies frequently contain fine jtems for whiich it would be diffleult to
identify an allocation basis specific to that fine item._In these cases, the most loglcal allocation
basis Is oﬁen a prorata blend of allocation results caleulated fof other revenue requirements in -
the same departmental group, or géneral category. Reasansble prorata allocations are based on a
logloal nexus between a cost and the purpose which it serves. For example: Human Resources

*Section costs are allocated using all labot costs, since Human Rmources spends its ime and

resorees attending to the labor foree.

(d) Manager analyses
The fimctional interrelationships of some organizational units are so complex and/or dynam:c

‘that reliable allocation bases can only be develojed with extensive input from the organization’s

managers. In‘these chses, managers use their first-hand knowledge of the organization's intemal

. operations to generate a finctional analysis of deparnnmta.l costs. An example of revenue

requirements allocated based on manager analyses is: Water System Operations Group:
Operations Planning, Unit.

A summary of the fonctional allocation results is shown in Schedules 4 and 5. Schedule 4 provides &
breakdown of the revenue requirement for F'Y 2010/11 into the major service functtons and sub- ‘
“functions prior to the re-distribution of edministrative and general costs. - Sthedule 5 serves as a eross-
reference summarizing how the budget line items are distributed ammong the service functions, The
Jargest fanctional component of Metropolitan's revenue requiremént is the Conveyance and Aqueduct
function, which constitutes approximately 38 percent of the allocated revenue requirement.
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Schedule 4. Revenue Requirement (by service funetion)
i "| Flscal Year Ending % of Allocated
Functional Gategorlag 2011 - Doflars {1)
Source of Supply . )
CRA $ 58,811,409 4.2%
sWP 117,442,786 | 8,3%
Other Supply . 18,508,845 1.3%
Total 194,783,131 13.8%
. . i)
Conveyance & Aguaduct
CRA . '
CRA Powsr (ns! of salss) 65,314,384 4.6%
CRA All Othar - 40,847,958 2.8%
swp _ :
SWP Pawer ] 172,884,563 12.2%
] SWR All Other 202,357,863 14.3%
“|.. Other Corvayanes & Aquaduct 61,422,230 4,3%
Total - 542,826,508 38.4%
Storage - - -
Storage Costs Other Than Power ’
Emergency - 68,570,522 A4.7%
Drought 54,428,113 3.8%
Regulalory 13,310,681 | . 0.9%
Wadsworth plant pumping/generation {1,348,650) 0,1%
Total g ‘ - 132,968,566 | - 2,6%
Treatmant
Jansen 42,654,959 3.0%
Weymoulh 40,091,231 2.8%
Dlamar 61,061,307 8.6%
Ml . 36,049,155 2.5%
Siinner 63,276,920 4.5%
Total , . 233,033,572 18.5%
Distribution - 114,511,923 o B1%
Demand Management *69,602,962 T 49%
Hydroalsstric (11,637,888) 0.8%
|Adminfatrative & Genaral 113,061,870 8.0%
Total Fungtional Allecations; 3 1,389,131,232 100,0%

(1) Glven és a percantags of the absgluta
Totals may not fool due {o roimding

valugs of lota] dollars allpoated.
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14  Classified Costs

" In the cost clagslfication step, functionalized costs are further categorized based on the causes and

‘behavioral characteristics of these costs, An Important part of the classification process is identifying

- which costs are incurred fo meet average demands vs. peak demands and which costs are Incyrred fo

provide standby service, As with the functional allocation process, the propesed classification
process is consistent with AWWA guidelines, buf has been tailored to mest MetrOpoIltan’s spmf c
operational structure and service environment,

In the cost of service process, cost classificatlon is dona using a hybrld of two methods discussed in
the AWWA M1 Manual, Principles of Water Rates, Fees and Charges. These two methods are the
Cominodity/Demand method and the Base/Extra Capacity method.

The Commodity/Demand method allocates costs that vary with the amount of water produced tothe- -
commodity categary with all other costs assosiated with water production allocated to the demand
category. In the Base/Extra Capacity method costs related to.average demand conditions are
allocated to the base category and capacity costs associated with meeting abova average dem:md
condltions are allocated to the exira capacity category.

The approach used to classnfy Matropnlitan’s costs differs from the Bas¢/Extra Capawty method by
the fact that costs are separated Into a variable category and a fixed category. The Base/Extra :
Capacity mettiod does not separate thess costs into two categories but rather combings them Into one
category referred 0 as base costs. The approach used to classify Metropolitan®s costs differs from the
Commodfty/Demand method in the fact that demand costs are separated into fixed commeodity and
fixed demand costs. The Commodity/Demand method would not make this distinction, but would :

- combine these costs into the demand category. By using the hybrid method, costs are disaggregated.

1o a Iower level of detail, provlding greater visibility to costs. Under the hybrid classification method,
finctional cost categories are reallocated into demand, commaodity, or standby categories, which avs

discussed below. Classification of costs info these catcgorles depends on an enalysls of system

capacity as well as attual system operating data,

' Classlfication categories used In the analysis include;

*  Fixed demand costs

. Fi;ged commodity costs

» Fixed stand'by gosts

*  Variable commodity costs

» Hydroelectnc cdsts

Demend costs are Incucred to meet peak dmnnnds Ouly the direct capital financing costs were
Included in the demand classification category. A portion of capital financing costs was Included in
the demand cost category because in order to meet peak demands additional physical capacity Is
designed into the system and, therefore, additional capital costs are mcurred. Commodity costs are
generally associated with average system demands, Varlable commaodity costs include costs of
chemicals, most power costs, and other cost components that increasé or decrease in relation to the
valume of water supplled. Fixed commodity costs include fixed operations and maintenance and
capital fi inaneing costs that are not related to accommodating peak demends or standby service.
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Standby service cdsts relate to Metropolitan’s role in ensuring system reliability during emergencies
such as an earthquake or an outage of a major-facility like the Colorado River Aqueduet,” The two
principal components of the standby costs were identified as the emergency storage capacity within
the system and the standby capacity within the State Water Project conveyance system,

- An additional component used in Metropolitan’s cost classification process is the hydroclostric

component. While'not 2 part of most water utilities® cost classification procsdures, the hydroelestric
olassification component is necessary to segregate revenus requirements carried from the
hydroelectric function established in the fuctional allocation process, Hydroelectric revenue
requirements arc later embadded in the distribution function. Any net tevenues generated by the

hydroelectric operations offset the distribution costs and reduce the Systent Acoess Rate. All isers of -

the distribution system bénefit proportionately from the revenue offset provided by the sale of
hydroelectric energy. - - . : o

Schedule 6 provides the classification percentapes used to distribute the service function costs into
demand, commadity and standby service classification categoties, All of the supply costs are
classified as fixed commodity costs, Because these particular supply costs have been incurred to ;
provide an amount of annual reliable system yiold and not to provide peak demand delivery capability
or standby service they are reasonably treated as fixed commedity costs,

Costs for the Conveyante and Aqueduct (C&A) servce fimetion are clessified into demand,
commodity, and standby categaries. Bevause the capital costs for C&A were incurred to meet all

“three classification categories, an analysis of C&A capaclty usage for the three years ending Jume

2011 vwas used to determine that 62 percent of the available conveyance capacity has beenused to
meet member egency demands on an average anmd] basis. A system peak factor” of 1,5 was applied °
fo the average annual usage to determine that 30 percent of available capacity is used to meet peak

- monthly deliveries to the member agencies,  The remaining portion of C&A, around 8 percent, i3 used

for standby. The same classification percentages are applied to flie CRA, SWP, and Qther (Inland
Feeder) Conveyance and Aqueduct sub-functions, The classification shares reflect the systers
average use of conveyance capacity and not the usage of individuval facilities. All of the Conveyance
and Aqueduct ehergy costs for pumping water to Souther California are classified as variable

" commodity costs and, theréfore, are not shown in Schedule 6 because they carry through the

classification step. .

Storage sérvice function costs for emergency, drought and regulatory storage are dlso distributed to
the classification categories based on the type of service provided. Emergency storage costs are
classified as 100 percent standby related. Emexgency storage Is a prime example of a cost
Metropolitan incurs to ensure the reliability-of deliveries to the member agencles. In effect, through
the emergency storage capacity in the system, Metropalitan is “standing by” to provide service in the
evept of a catastrophe such as a major earthqueke that distupts regional conveyance capacity for an
extended period of time. Drought camyover storage serves to provide reliable supplies by carrylng
over surplus supplies from periods of above narnial presipitation and snow pack to drought periods -

" when supplies decrease, Drought storage creates supply and Is one component of the portfolio of

resaurces thet result in a reliable amount of annual system supplies. As aresult, drougbt storage is
olassified as a fixed commedlty cost, in the same manner as Metropolitan’s supply costs.: Regulatory-
storage within the Metropolifan system provides operational flexibility in meeting peak-demands and

? Peal monthly deliveries to the member agencies averaga about 50 percent mors than the average monthly

deliveries.
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ﬂow requirements, essentjally increasing the physxcal distribution capacity, Therefore, regulatory
storage Is classxﬁad in the same manner ag distribution costs,

Distribution sérvice function costs were ¢lassified using deily flow data for the three calendar years
endlng December 2008, During this period, the average annual volume of deliveries o the member
agencies used 58 percent of the peak distributlon capacity, The difference between the average flow
and system cepacity, or 42 peccent of the distribution capacity, was used to meet peak day demands in
excess of average annual flows. Although the Metropolitan distribution system has a great deal of
operational ﬂexibilxty, the total amount of distribution capaclly was limited fo the peak non-
woincident’ 24-hotir daily flow of all the member agencies.-

As presented in Schedule 6, treatment service function costs were also classified using dmly flow data
of deliverles to the member agencies for fhe ten years ending Decomber 2010. Total treated water
capaclty 0£4,204 cfs, the total design capacity of all the treatment plants, was used In the calculation.
Schedule'7 summarizes the servics furiction revenite requirements by ¢lassification category., '

" Administrative and general costs have been allocated to the classification cafegorles by service
. function based on the ratio of classxﬂed non-A&G service fanction ct)sts 10 total non-A&G servies

. fonetion ¢osts.

3 The term “non-colncident” menny that the peak day flow for each agency may or may not eolncide with the
peak day system flow. Both pon-coincident and colncident approaches to measuring peak demands are used in

" rate design approaches. A non-colneident approach is nsed in the rate deslgn to capture the different operating

characteristics of the member agencies {e.g., the distributlon system s desipned to meet peak demands in
different load areas within the System that have non-comddent demands due fo each member agenoiss unique

opcratmg charactenstlos)
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A summary of cost classiﬁcaﬁon results is shown in Schedule 7. The classificatlon of the service
fimction costs results in.about 10 percent, or $140 million of the total revenué requirements, being -
allocated o the demand classification category, This amount represents a reasonable estimate of the
annual fixed capital financing costs incurred-to meet peak demands (plus the allocated adrmnlstrahve
and general costs), A portion of Metropolitan's property tax revenue Is allocated fo C&A fixed

demand costs and offsets the amount that is recovered through rates. The taxes are used to pay forthe -

general obﬂgatmn bond debt service allocatedto the C&A costs.

e
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About 65 percent of the revenue requirement ($904 million) Is classified as “fixed commaodity”,
These fixed capital and operating costs are incurred by Metropolitan to meet annual average ,
service needs and are typically recovered by a combination of fixed charges and volumetric rates.
Fixed capital costs classified to the “Standhy” category total about $83 million and account for .
about 6 percent of the revenue requirements. Standby service costs arg commonly recovered by a
fixed charge allocated on a reasonable representation of a customer's need for standby service,

The variable cammodity costs for power on the conveyance and aqueduct systems, and power,

 chemicals and solids handling at the treatment plants change with the &mount of water delivered

to the member agencies, These cosis are classified as veriable commodity costs, total about
$273 milllon, 4nd account for about 20 percent of the total revenue requirement, - Because of the
variable nature of thess costs, it is appropriate to recaver them through volumetric rates.

2 Rates and Charges

"Schedule 8 provides a cross-reference between the olassified service function costs and their

allogation 1o the rate design elements, The specifics of ¢ach rate design element are discussed In
detail in the following section, Schedule 9 summarlzes the rates and charges that would be
effective on January 1, 2011 in order to collect all costs from rafes and charges In fiscal year
2010/11, without the use of draws from reserve funds. Aveérage costs by member agency will

. vary flepending upon an agency’s RTS allocation, capacity charge and relative proportions of

treated and untreated Tier 1, Tier 2, Replenishment, and Interim Agricultural Water Program
purchases, .

~
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‘Schedule 9. Rates and Charpges Summary
. . Effective Effective
‘ Jan1,2010% | Jan. 1, 20117 ] .
Tier-1 Supply Rate ($/AF) $101 $112.
Delta Bupply Surchargs ($/AF) $69 $57
Tler 2 Supply Rate ($/AF) $280 $280
System Access Rate (WAF) sts4 | s
. | Watsr Stswardship Rate ($/AF) $41 §43
System Fower Rate (¥AF) $119 §136
Ful Serie ireated Vometc Gos (AF) o :
Tier 1 : $484 $558
_Tfar 2 $504 ,_$_575
Replerishment Water Rate Untreated ($/AF) 366 $440
Interim Agricultural Water Program Untreated ($/AF) $416 . $513 -
Treatment Surcharge ($/AF) . sa17 $217
Full Service Treated Volumetric Cost ($IAF) . -
Tler 1 $701 $775
Tler 2 $811 $802
| Treated Replenlsrunent Water Rata ($/AF)  §558 . g632
Traated Interim Agrcultura) Water Program ($/AF) | 3916 - §718-
Readiness-to-Sarve Charge ($M) $114 $133
Capally Charge ($/ofs) _$7,200  gr200

* Most rates effectiva Sept 1, 2009

** Rates and charges necessary to collgct sufficient revehues when combined wﬂh
rates effective through 2010 fo cover expendilures Incurred In fiscal year 2010/11.
Note that rates effecllve In 2014 provida oty four months of revenus In 2010/11
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2I  System Access Rate (S4R)

The SAR is a volumetric* systom-wide rate Ievxed on each acre-foot of water that moves through the
MWD system. All system users (member agency or third party) pay the SAR to use Mctropohfan §
conveyance and distribution system, To meét the board stated objective to collect all costs in 2010711
the SAR would increase from ifs current level of $154 per acre-foot to $217 per acre-foot, The SAR

- recovers the cost of providing conveyance and distribution capacity to meet average annual demands,

Current estimates indicate that the SAR reveme requirement will be abou:t $388 million in FY
2010/11, or 28 percent of the {otal tevenuereqmrement.

2.2 Water Stewara!s')‘z;u Rate (HSS'R)

Under the board’s guldelmes, the WSR would increase from its current level of $41 per gere-foot to
$43 per acre-foot. 'The WSR recovers the costs of providing financial incentives for existing and

- future investinents in local resources Including conservation and recycled water. These investments

or incentive payments are identified as the “demand management” service function In the cost of
service process. Demand menagement costs are classified as 100 percent fixed commodity costs and
are estimated to be about $77 milllon in FY 2010/11, about 6 percent of the revenue requirement.
The WSR is a volumettic rafe levied on each acre-foot of water that moves through the Metropolitan

system. All system nsers (member agency or third parties) will pay the same proporhona] costs for

existmg and future conservation and recyoling mvestmmts

2.3  System Power Rale (SPR)
SPR would increase from $119 per acre-foot to $135 per acre-foot in 2011. The SPR is avolumefrie

‘Tate that recovers the costs of pumping water to Southern Califomia. The SPR recovers the cost of

power for both the SWP and CRA. In FY 2010/11 the revenue raquirement for the PR is estimated
to ba about $242 million, sbout 17 percent of the total revenue requirement. )

24  Trestment Surcharge .
The freatment surcharge would remain wnchanged at its current level of $217 per acre-foot to collect

+ all tretment costs in 2010/11, The treatment surcharge is a system-wide volumetric rate set to

recover the cost of providing treated water service. The treatment surcharge revenue requirement is
expected to be about $253 millioa in FY 2010/11, almost 18 percent qf the fofal revenue : requiremient.
The treatment surcharge recovers all costs associated with providing treated water servics, including

* commodity, demand and standby related costs. Significant capital improvements at Melropolitan’s

five treatment plants, such as the Ozone Retrofit Program, Skinner Filtration Plant Expansion Project,
and improvement programs at all five treatment plants result In addxuonal capital financing costs

bering atlooated to the treatment surcharge.

25 C'apacky Charge - . . T . '

The Capamy Charge would remain at its current level of $7,200 per cubxc-foot-secoud of capacity
during 2011, The capacity charge is levied on the maximum-summer day demand placed on the
system between May 1 and September 30 for athree-calendar year period. The three-year per{od

* A volumetric rate s a charge applicd to the actual amount of water dalwemd.




an
e

April 13, 2010 Board Meeting — -+~ -~ - 8.2 B Attachment 2, Page 27 of 36 ;

endlng Deacember 31, 2009 is used to lsvy the capacity charge sffective Januvary 1, 2011 fhrough

- December 31, 2011, Demands measured for the'purposes of bxllmg the capacity charge include all *

firm demand and agricultural demand, including wheeling servics and exchanges, Replenishment
service Is not Included in the measurement of peak day demand for purppses of billing tha capacity-
charge. )

The capaclty charge Is infended to pay for the cost of peaking capacity on MdroPOHtan’s'systerh; .

while providing an fncentive for Iocal agencies to decrease their use of the Metropolitan system to

. meet peak day demands and to shift demands into lower use time perlods paxncularly Octuber

through April. Over time, amember agoncy will benefit from local supply investments and
operational strategies that reducs its peak day demand on the system in the form of 2 lower total

capacity charge. The estimated capacity charge to be paid by each member agency in calendar year

2011 (as of March 2010) Is included in Schedule 10.
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Schedule 16, Capacity Charge (by member agency) \

Pesk Day Demand (cfs)
{May 1 through September 30}
Calandar Year
. Calerdar Year
2041 Capacily | 4
: o, . Charge
- AGENCY 2007] . 2008 2009] 3-Year Peak|  {$7,200/cls)
lArahelm : 37.9 3s,1 40,7 4071 $ 293,040
Boverly Hils - : 339 32,9 - 31,0 .33.9) $ 244,080
Burbank - <N .2 . 2.6 342 % 246,240
Galleguas’ . 250,8 - 250,0 192.8 260:8{ § 1,877,780
Central Basin 12589 1027 04,7 1259] $ ' 806,480
Compfon A 49 . 529 74( 8 - 51,120
Eastern - . ' 303.0 283.1 227.8 303.0]{ & 2,481,600
Foothill ) 25,4/ 21.5 24,3 2541 & 182,880
Fullerton . 35.9 7.1 374 74| B 269,280
|Glendale 545 557 56,0 56.0f $ 403,200
Infand Empire ) 176,2 125,8 108,1 17621 $ 1,288,640 |-
Las Virgehea 45,3 453 427 483 § - 326,160
Long Beach - 61,3 68.1]- 87.2 68,1] § 490,320
Los Angeles i 768B.5 .- 8218 6882 8219 § 5,917,680
MWDOG 460.2] © 453.7, 630.4] 830:4(-8 4,538,880
Pasadena . 58,5 55.6 50.2] . 58,50 $§ 421,200
. |San Dlego 1278.4] . 10399 1055.3 1278.4] 3 8,204,480
" |Sah Femando 6.5 03 0.0 65| % " 46,800
San Marino 52 52 35 52| % 37,440
Santa Ana - 29.7 14.5 16.4 T 28718 213,840
Santa Monica 27,6 - 26,2 25,0} 278| § 108,720
‘Thrae Valleys 171 4 168.1 1327 1714} $ 1,234,080
Torance 416 35,5 393 416 $ 299,520
Upper San Gabrlel 63.8 36.9 276f - 638 $ 459,360
Waes{ Basln 262.3]. 2433 221.3]. " 2623 3 1,888,560
Western © 2894 2714 219.9 283,1| & 2,081,520
Total. 4.673.8| 4,238.7 4,068.0 4,900.4 | $ - 35,282,880

Tolads may ot feot dus 1o 1oumding

26 Reade—ioServe Charge

The costs of prcwidmg standby service, such as emergenoy storage, are recovcrad by the RTS.

- Metropolitan's cost for providing emergency storage capaclty within the system are estimated to be
“about $72 million in FY 2010/11. Iy additjon, to simplify the rate design by reducing the nuinber of

separate charges, the demand and standby related costs identified for the conveyance and agueduct
service function are also allocated to the RTS. These costs-are estimated to be about $42 million i
FY 2010/11. Currently-the RTS recovers $114 mxllion, an amount; that represents a portion of the
capital financing costs for facilities that serve existing users, The RTS would Increase to

_ $133 million in calendar year 2011 to recaver the additional costs assoclated with conveyance,
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. The RTS is allocated fo the member agencies based on each agency"s proportional share of a tefi-year -
roliing average of all firm deliveries (including water fransfers and exchanges that use Metropolitan®
system capacity), The ten-year rolling average will not Includs replenishment service and interim
agricultural deliverles bevause these deliveries will be the first to be curtailed in the event of an
emergency, A ten-year rolling average leads to a relatively stable RTS allocation that reasonably
represents ar agency’s potential long-term need for standby service vnder different demand

conditions. Member agencles that so chooss may have a portion of thelr total RTS obligation offsef
* by standby charge collections levied by Meirdpolitan on behalf of the member agency. Schedule 11 -
provides an estimate as of March 2010 of each agency’s total RTS obligation for calendar year 20 1L
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_ Schedule 11, Readiness-to-Serve Charge (by member agency)
Rolling Ten-Yem;
Average Flrm
Deliverles {Acre- 12 months @ $133
y . Feet) FY4888/00 - < willlon per year
1. Member Agency  FY2008/09 RYS Share | {1/t34211)
Anahalm : . 20,968 1.11% § 1,470,578
Burbank 12008  0.68% . 905,308
Genftral Bacln MWD 63258 | 334% 4,438,942
Eastern MWD 92,013 4,85% 6,463,999 )
Fullarton 9604 ] 051% 678088 |
Inland Emplra Utlittes 51205 | 3% ‘4 293,052
Long Beach 36,970 |  1,95% 593,193 |
Muhlcipal Water District of Oran 231,602 [ .1222% . 18,251,408
| San Dlego Co Water Author A01,238 | 26,91% 34,458,566
San Marino 1,001 | 0.05% 70,184 .
|Senta Monlca 12794]  08T% 897,409
Tarrance 20742 ]  4,09% 1454916 ]
West Basin MWD ~. 141,522 | 745% 8,925,700
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2.7 Purchase Order

The rate structuré reifeﬁ on & Purchase Order 1o establish a finanocial t_:omm;:lment from'the m@ber
. agency to Metropolitan, In return for providing a financial commitment fo Mefropolitan the member
agency may purchase mors of its supply at the lower Tier [ Supply Ratc than had it not provided the

commitment,

The Purchase Order fs vohmtarily submitted by the member agency to Metropolitan. Through the

Purchase Order the member sgency commits to purchase a fixed amount of supply from Metropolltan ° :
, (the Purchase Order Commitment). “The Purchase Order Commitment Is defermined as a portion of

the member agency’s historleal demands on the Metropolitan sysfern and the term of the Purchase

Order. )

The Purchase Order is for a ten-year term beginning Jantiary 1, 2003, Ten years was chosen as &

balance between the Jong-term investments Mefropolitan makes to secure water supply (many of the
supply development agreetments Mefropolitan commits to are for 20 years or more) aind a shorter .
period that would require less of a commitment from the member agencies. In additlon, a ten-year
perlod will most likely allow sufficient time for high and low demand years to average, reducing the -

likelihood that 2 member agency will pay for waused water,

Initlal base demand a . : . s
The maximum annual firm demands since FY 1989/90 through June 30, 2002 are used to establish ~

each member agency’s “initial base demand”. Firm demands are defined as all deljveries through the
Metropolitan system to & member agency excludlng replenishment service, inferim agricultural
service, deliveries made under the interruptible service program and dellveries made to cooperative
and cyclic storage accounts at the tirne water was put into the acconnts. :

Purchase Order C;aLnﬁ{nlhnﬂzg - R :
The Purchase Order Commitment is limited to a pertlon of'a member agency’s initlal base demand.

The Purchase Order Commitment is defined as ten times 60 percent of the member agency’s initial
. base demand, The ten times reflects the ten-year term of the Purchase Order and the 60 percent wes
chosen to balance risk transferred to the member agencles vrith the need for a financial commitment

to Metropolitan.

Two factors influenced the use of the 60 percent demand level. First, there is substantial fluctuation
in demands es & result of weather, During cool, wet weather, member agencies use less imported
supply from Mefropolltans system, As a resuft, the Purchase Order Commitment was set at g Jevel

* that would accommodate these annual fluctuations in weather driven demands, while helplng to
ensure that member agencies would have a reasonable opportunity fo utilize all of the water during
the ten-year Purchase Order term, Second, the 60 percent level was selected in consultation with
member agency represontatives and represents a sufficient incentive to utilize Mstropolitan’s supplies
and provide a base financial commitment to the regional system. Since the Purchase Order :
Commitment is voluntary, no member agency is required to commit to the minjmum level. But, In
excbange for the commitment, the member agency may purchase more Metropolitan water supply (up -
to 90 percent of its Base Demang) at the lower Tler 1 Supply Rate, The Purchase Order Commitment
quantity and the Tier 1 Annuaf Limit for all member agencies ars shown in Schedule 12,
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Schedule 12. Purchase Order Commifment Quantities (aere-feef)

2011 Tier 1 mit Purchase Order

- with Opt-outs | Commitment (scre-fest)
Anaheim 22240 " 148,268
Beverly Hills 13,380 89,202
Burbank 16,336 108,910
Calleguas 110,249 652,003
Central Basin 72,361 482,405
Compton ’ 5,058 33,721
Eastern’ - B7,740 604,664
Foothill - 10,997 73,312
Fullerton 11,298 75322
Glendale : - 25221 . 174,800
Intand Empire 59,792 |- 398,348
Las Virgenes 21,087 137,103
Long Beach 39,474 263,143
Las Angeles 304,970 2,033,132 -
MWDOG - 228,130 1,486,161 |-
Pasadena 21,180 ©L 141,197
SanDisgo 547,239 3,342,571
San Fernando 630 -
San Marino 1,199 .
Santa Ama 12,129 80,858 |
Santa Monlca . 11,615 | 74,062
Threa Valleys 70,474 ]. 468,331
[Torrance ) '2D,987 139,780
Upper San Gabrlsl 16,512 - 110,077
West Basin® 156,874 1,045,825
Western . 69,720 391,791
Total 1,957,768 12,495,996

Tofals may not foot due to rounding
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4 Proofof R.eveuue’

Based on expected sales of 1.93 MAF the expected revenues would be about $101 million highcr than
the tofal revenye requirement, if the rates and charges were in effect the entire test year period, The
cost-of-sgrvice allocation assuming a full twelve months of reveme i$ used to allocate ¢osts among
the various rate elements, but should not be interpreted as over- or under-collection during a glven
fiscal year. However, becauss the recommended rafes do not take effect until January 1, 2011, the'
expected revenues for 2010/11 wlil be sbout $15.1 millon (one percent) fess fhan the tofal revenue
requirement in 2010/11, The total revenue requirement Includes a $15.5 million increase In the
required reserves.for the Revenue Remalnder Fund, Accounting for this adjustment, the proposed
rates and charge.s will recover the full cost ofservica in 2010/11.
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" THE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

RESOLUTION ___

RESOLUTION OF THE BOARD OF DIRECTORS
. OF THE METROPOLITAN WATER DISTRICT OF L
" BOUTHERN CALIFORNIA '
- FIXING AND ADOPTING .
A READINESS-TO—SERVE CHARGE FOR CALENDAR YEAR 20 11

WHEREAS, at its meeting on October 16, 2001, the Board of Directors (“Board”) of
The Metropolitan Water Distrdot of Southern California (“Metropolitan™) approved a rate structure
proposal described in Board Lctter9—6 dated October 16, 2001, mcludmg a readiness-to-serve oharge; and

'WHEREAS. pro\ﬂdmg firm revenue sourees is a goal'of such fate stmeture; and

WHEREAS, the amount of revenue to be ralsed by the readiness-to-serve chargg shall be
as determined by the Board and allocation of the readiness-to-serve charge among membér public -
agencies shall be- “in accordance with the method estabhshed by the Board; and

WHEREAS the readmws-tu-serve charge is & charge imposed by Metropulltan upon ifs
member agencies, and is not a fee or charge imposed upon real property or upon persans as an incident of
property ownership; and .

WHEREAS, Metmpulllan has legal authonty fo jmpose such readiness-to-sérve chargs as
awater rate pursnant to Section 134 of the Metropuolitan Water Disttict Act (the “Aet"). and as an
ava[labnllly of service charge pursuant to Sectlon 134.5 of the Act; and

WHEREAS, under authority of Sectlons 133 and 134 ofthe Act; the Board has the
authority to fix thé tate or rates for water as will resalt In revenue which, together with other revenues,
will pay Metropolitan’s opereting expenses and provide for payment of other costs, including payment of
the Interest and ptinoipal of Metropolitan’s non-tax funded bonded debt; and

WHEREAS pursuant to Resohution 8329, adopted by the Board on July 9, 1991

" piocseds ‘of the readiness-to-serve charge and other revenues from the sale ot availability of water are

pledged to the payment of Metropolitan's outstanding revenue bonds Issued and revenue bonds te be
issued purammt to Res olution 8329; and _

WH.EREAS nnder authonty of Sectipn 134.5 of the Act, a readiness-to-serve charge
fm posed as an uvallabllxty of service charge may be collected from the member public agencles within
Mefropolitan, or may be imposed as a standby chargc agamst Individuat parcels within Metropohtan ]
service area; and _

: WHEREAS, under such authority, the water standby cherge may be imposed on each
acre of land or each parcel of Jand-less than an acre within Metropolitan to which water is made available
for any purpose by Metropolitan, whether the water is actually used or not; and
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WHEREAS, certain member public agencies of Me.tropolxtan have opted in prior fiscal .

years-to provide collection of all or a portion of their readiness-to-serve chargs obhgauon through &
Metropu!itan water standby charge imposed on parcels within those member agencles' and

WHEREAS Metropolitan is willing to comply with the requests of member public
ag-c!es opting to have Metropolitan continue to levy water standby charges within the{r respeotive
territories, on the terms and subject to the conditions contained herein; and

'WHEREAS, the readiness-to-serve charge apphcabls to each member pubhc agency, the
method of its calculation, and the specific data used in #s determination are as speclﬁed in the Engineer's
R.eport dated April 2010 (the "Engmeer s Report™); and

WHEREAS, the Busjness and Finance Cominittes of the Board conducted a public -

hearing at its regular meeting on March 8, 2010, at which interésted parties were given the opportunity to -

present their vxews regarding the readiness-to-serve charge and the Engineer’s Report; and

WHEREAS, notlce of the public hearing on the proposed ratcs and charges was
publishcd prior to'the hearmg in various newspapers of genera.l circulation within Metropolitan’s service
area; and , .

WHEREAS, notice of the publlc hearlng and of the Intention of Metrapolitan’s Board to
consider and take action at its regular meeting to be held April 13, 2010, on the General Manager's
recommendation fo ificrease Metropolitan’s readiness-to-serve charge for calendar year 2011 was mailed
to each of Metropolitan’s member public agencles; and .

) 'WHEREAS, board workshops regardmg the proposed budget and future rates and
uharges were held on Januas! 26, February 16, andMarchzs 2010 and

WHEREAS, an updated cost of service report, dawi April 2010 and mcludad inthe
General Manager’s recommendation for rates and charges on April 12, 2010, was produced based on the
feedback recewed from tha public commeufs ahd the board workshops; and

WHERPAS, each of the meetings of the Board were conducted in accordance with the
Brown Act (commencing at Section 54950 of the Government Code), for which due notice was provxded
and at which quorums were present and acting throughout;

. NOW, ’I'I-IEREF ORE, the Board of Directors of The Metropohtan Wutcr District of
Southem Cahfomla does hereby resolve, determine and urdcr as follows

: Section 1. That the Board of Dnectors of Metropolitan hereby fixes and adopts
*  readiness-to-serve charge for the period from Januaxy 1, 2011 through Decembcr 31,2011,

Section 2. That sald readmess-tmservc charge shall be In an amount sufficient to provide
for payment of debt service and other appropriately allocated costs, for capital expenditures for projects
, needed to provide standby and emergency storage service needs,

Section 3, That such readiness-to-serve charge for Januaxy 1, 2011 through and
mcludmg December 31, 2011 shall be a water rate equal to $70.14 per.acre-foot, which shall be charged
on a historje basis for each acre-foot of water, excloding water vsed for purposes of replenishing local
storage and agriculture as defined by the Administrative Code, included in Metropoliten’s average water
deliveries to its member agenc:es for the apphcable ten-year period 1dant1ﬁed In Sectlon S below, The

R
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aggregate readiness-to-serve charge for the perxod from Janua:y 1,2011 through and includmg December
31,204 1 shall be $133,000,000,

' ' Section 4, That in the altémative, and without duplication, the readiness-to-serve charge
shall be an aveilability of service charge pursuant to Section 134.5 of the Act.

Sectlon 5, That the readiness-fo-sorve charge for January 1, 2011 through December 31,
2011 shall be allocated among the memmber public agencies in proportlon to the averdge of deliveries
through Metropolitan's system (in acre-feet) to each member public agency during the ten-year period
ending June 30, 2009, Metropolitan sales of reclaimed water under the Local Projects Program,
groundwater under the Groundwater Recovery Program, and deliveries under the Replenishment and
Interim Agricultural Water Service Programs ere not included In the readiness-to-serve charge water sales
caloulation. The allocation of the readiness-to-serve charge among member agencies is based on seles
date recorded by Metrapolitan and shall be conclusive in the absence of menifest error, ’

- The amount &f the teadiness-to-serve charge to be impased on each membar pubhc.
agency effective J:muary 1, 2011, 13 as follows: , .

Table 1

Calendar Year 2011 Readiness-To-Serve Charge

. . Rofing Ten-Year ) 7
‘ AvoragmFim
- ' Delfverlag (Aora- 12 months @ $133
s Foet) FY1Ehom) - millon per yaar
Mombar Agancy FYzo08009 " | RTS Share | (4141:12144)
Anahoim . . e 141% |8 4,470,578
Burbgink il 5 T 42808 | 0.88% 205,308
Central Basin MWD - 63258 ) 34 4,436,042
Eastern MWD * . . 02013 | 486% 8,453,550
Fulerton . § 694  0,61% 79,989
Inland Empire Utiitles Agten, : 61,205 | 3.23% 4 203,082
Beach . . . aewo|  1.85% . 2,563 163
Wunlclpal Water District of Orange Count! 231,082 | 12.22% 16,251,408
San Disgo County Watsr Authorlty . 401,238 | 2591% 34,459,588
_|San Marlno D i 1,009 [ 0.05%' 70,184
- |Santa Nonlea , 794 087% 897,409 |
orfance . - i ] 742 | 1.08% . 1,454,915

Vet Basin MWD ) L 441522 ] 7.46% " 9,920,700

J10 up 00D,CO

 Tatal$ may not foot dus to mimdng
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© Section 6. That the allocation of the readiness-to-serve charge among member agencies set forth
in Section 5 above is consistént with the per-acre-foot water rates imposed pursuant to Section 3 above.

Section 7. 'I‘hat it Is the intent of the Board that water conveyed through Metropolitan®s system
for the purposes of water transfers, exchanges or other similar arrangements shall be included in the calculation of
a member agency's rolling ten-year average firm demands used fo allocate the readiness-to-serve charge.

Section'8, That the readiness-to-serve charge and the amount applicable to ench electing member
public agency, the methed of its calculatlon, and the specific data used inits deterinination are as-specified inthe
General Manages's recommendation on rates and charges to be affective January 1, 2011, which forms the basis
of the readiness-to-serve chargé, Such recommendation is on file and available forreview by interssted parties at
Metropohtau‘s headquarters, An updated cast of service report, dated Apri] 2010 and included in the General
Manager's recommendation for rates and charges on April 12, 2010, was produced based on the- feedback _
received from the public commeénts and the bogrd workshops. °

. Section 3, That except as provided in Section 11 below with respect ta any rcadiness-to-sav:a

cherge collected by means of 2 Mefropolitan water standby charge, the readiness-to-serve charge shall be due
monthly, quarterly or semiannually as agreed upon by Metropolitan and the member agency.

Sectlon 10. That such readiness-to-serve charge may, at the request of any mcmber RZENCY
which elected to utilize Metropolitan’s standby charge as a mechanism for collecting its readiness-to-serve charge

. obhganon in FY 1996/97, be collected by continuing the Metropolitan water standby chatge at the same rates

imposed in FY 1996/97 upon land within Metropelitan's (and such member publi¢ agency’s) service areafo

_which Water is made ava.llable by Metropelitan for any purpose, whether such wafer is used or not.

Section 1L That the proposed water standby charge, if confinued, shall be c.o]lected on the tax’

rolls, together with the ad valorem property taxes which are levied by Metropolitan for the payment of pre-1978
" voter-approved indebtedness, Any amounts sp collected shall be applied as a credit ageinst the applicable
- member agency’s obliganon to pay a readiness-{o-serve charge. After such member agency’s readiness-to-serve

charge allocation is fully satisfied, any additional collectlons shall be credited to other outstanding obligations of.
such member agency to Metropolitan or future readiness-to-serve obligations of such agency, Notwithstanding
the provisions of Section 9 above, any menther agency requesting to have all or a portion of its readiness-to-serve
charge obligation collected through standby charpe levies within its tetritory as pravided herein shatl pay any
portion not collacted through net standby charge collections to Metropolitan within 50 days after Metropolitan
issues an intvolce for remaining readiness-to-serve charges to such member agency, as provided in Administrative .’

Code Section 4507.

Section 12, That on March 8, 2010, the Busmess and Finance Commltte.e of Metropolitan's
Board conducted 2 public hearing at which interested parties were afforded the opportunity to present their views’
regarding the madmms-io—serve charge In accordance with Section 4304(c) of Metropolitan’s Adnmﬂstrauve :
Code. .

Section 13, That notlce is hereby glven to the publlc and to each member public agency of

The Metropolitan Water District of Southern California of the Intention of Metropolitan’s Board to consider and
take action at its regular meeting to be held-May 11, 2010 (or such other date as the Board shizll hold its regulat
meeting in such month), on the General Manager's recommendation fo continue its water standby charge for
FY 2010/11 under anthority of Section 134.5 of the Act onJand within Matropolitan at the same rates, per acre of
Jand, or per parce] of land Jess than an acre, imposed in FY 1996/97 upon land within Metropolitan’s (and such
menther public agency’s) sefvice area. Such water standby oharge will be continued as 2 means of collecting the

readma:s»to-serve charge
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‘Section 14, That no fallure o collect, and no delay In collecting, any standby ¢harges shall
eXcuse or delay payment of eny poftion of the readiness-to-serve charge when dus. All amounts collected as
_ water standby charges shall be applied solely as credits to the readiness-to-serve charge of the applicible member
agency, with any excess collections being camed forward and credited aga!nst other outstand!ng obligations of
such member agency to Metropolmn _

Secton 15, That the readiness-to~serve charge Is xmposed by Mctmpolﬂan as arafg or charge on

its member agencles, and Is not a fee or charge unposed upon real property or upon persons as incidents of
property ownership, and the water standby charge is imposed within the respective territories of electing member-
agenoies 2s a mechanism for collection of the readiness-to-serve charge, In the event that the water sfandby
charge, or any portlon thereof, is determined to be an unauthorized or jnvalid fee, charge or assessment by a final
judgment in any proceeding at law or In equity, which judgment is not subject to. appeal, or if the collection of the
water standby charge shiall be permanently enjoined and appeals of such injunction have been declined or
exhausted, or if Metropolitan shell determine to rescind or revake the water standby charge, then no further
standby charge shall be collested within any member agency and each member agency which has requested
continuation of Metropolitan water standby charges as a méans of collecting its readiness-to-serve charge
obfigation shall pay such readiness-to-serve charge obligation In full, ds if eontlnuation of such water standby
charges had naver been songht,

Section 16, That the Geéneral Mauager and the General Cotnse] are hereby authorized to do all
things necessary and desirable to accomplish the pm'puses of this Resolution, mcludlng. without litnitation, the,
commancement or defense of litigation.

_ Section I7, That this Board finds that the readinnss to-serve charge and other charges provxded
in this Resolution are not defined as & Project under the Californla Environmental Quality Act (“CEQA") since
they involve continuing administrative activities, such as general policy and procedure making (Section
15378(b)(2) of the State CEQA Guidelines). In additfon, the proposed actions are not subject to CEQA becausa
thiey involve the creation of government funding mechanisms or other government fiscal activities, which do not

. involve any commitment to any specific project which may result ina potentlally significant pbysxcal impact on -

the exvironment (Section ]5378(b)(4) of the State CEQA Guidelines).

: " Section 18, That if any provision of this Resolution or the appllcaﬂon to any member agency,
property or persen whatsoever is held invalid, that invalidity shail not affect other provisions or applications of
this Resolution which can be given effect without the invalid portion or application, and to that end the provisions
of this Resolution are severable, - . ‘

Section 19, That the General Manager is Hereby authorized and directed to teke all Necessary’

-acton to satisfy relevant statutes requiring notice by mailing or by publicatiori.

Sectlon 20. That the Board Executive Secretary is hereby directed fo fransmit a certified copy of
this Resolution to the presiding officer of the gcxvernmg body of each member public agency.
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] HEREBY CERTIFY that the foregolng is a full, true and correct copy of a R&solut'ion ‘adopted

by the Board of Directors of The Metropolitan Water District of Southern California, at its meeting held on April

13, 2010,

Board Executive Secrefary
The Metropolitan Water District
of Southern California
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THE thTROPOLITAN WATER DISTRICT OF SOUTHERN. CALIFORNIA.
ENGINEER’S REPORT

_ PROGRAM TO LEVY READINESS-TO-SERVE CHARGE,

INCLUDING LOCAL OPYION FOR STANDBY CHARGE,
: DURING FISCAL YEAR 2010/11. _

April 2010
BACKGROUND -

"~ The Metropoﬂtan Water Distrlct of Southeriy Californiais a public agency with a primary purpose fo prowde

. importéd water supply for domestic and municipal uses at wholesale rates fo its member public agencies. More
than 18 million people reside within Metropolitan’s service-ares, which covers over 5,000 square miles and .
includes portions of the six countles of Los Angeles, Orange, Riverside, San Bamardmo, San Diego and Ventura,
Metropolltan currently provldes over 50 percent of the water used within its service area..

REPORT PURPOSES

As part of its role as an lmported water suppher Metropolitan builds capital fapilities and 1mpicments water
management programs that ensure reliable high quality water supplies throughout its service area, The purpose of
this report is to: (1) identify and describe thesc facillties and programs thet will be financed in part by
Metropolitan’s readiness-to-gerve (RTS) charge in fiscal year 2010/11, and (2) deseribe the method and basis for

-~ continuing Metropolitan's standby charge for thoss agencies elesfing fo ¢ollect a portion of their RTS obligation
through Metmpoutan’s standby, charge, Because the standby charge is levied and collectad on a fiscal year basis
the caleulations in this report also are for the flscal year, even though the RTS charge is impdsed on a calendar

- year basis, The RTS charge for calendar year 2010 was adopted by Metropoliten’s Board on April 14, 2009 and
the'RTS charge for 2011 will be considered by the Board on April 13, 2010. The caloulations in this report use

. six months of RTS ¢harges for dalendar year 2010 at the adopted rafe and six months of RTS chargcs for calendar

- year 2011 at the rate recommendesd below.

Metropolitan Jevies the RTS charge on ifs member agencles to recover a portion of the debt service on bonds

" Iysued to finence capital fa¢llities needed to:meet axisting demands on Metropolitan’s system. The standby
charge is levied on parcels of land within certain of Metropplitan's member agencles as a method of collecting
part or all of such member ngency's RTS charge obligation, The RTS charge will partially pay for the fagilities

" and prograras described in this report, The standby charge, if contiuued within a member agency, will be uhhzcd
solely for capital payriients and debt service on the capital ﬁacl[itles idéntified In this report,

METRQPOLI'I‘AN 'S RESPDNSE TO H‘ICREAS]NG WATER DEMANDS

To respond to mcresshlg demands for water, Metropohtan and xts member agéncies collectlvely examined the
available local and 1mported resource options in arder to develop a least-cost plan that meets the reliability and
quality needs of the region. The produet of this' intensive effort was an Integrated Resources Plan (IRP) for
achieving & rellable and affordable water supply for Southem Callfornia, The major abjective of the IRP was to
develop a comprehensive water resonrces plan that ensures (1) religbility, (2) affordability, (3) water quelity,

(4) diversity of supply, and (5) adaptability for the reglon, while recognizing the environmental, Institutional, and
political constraints to resource development, As these constraints change over fime, the IRP is periodically
rovisited and updated by Metropolitan and the member agencies to reflect current conditions, The IRP npdate Is
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currently underway and the final report is expected af the end 0of 2010. To meet the water supply needs of

- existing dnd future onstomers within its service area, Metropolitan continues fo identify and develop additional
water supplies to maintain the reliability of the imported water supply and deltvery system. These efforts include
the construction of capital facilities and implementation of demand management programs. .

‘Capital Facilities

The capital facilities include the State Water Project (SWP), the Colorado River Aqueduct (CRA), storage
facilities including the recently completed Diamond Valley Lake (DVL), and additional conveyance and
distribution system components. The benefits of these capital facilities are both local and system-wide, as the
Tacilities directly contribute to the reliable delivery of water supplies throughout Metropolitan's service area.

S;ng ﬂ-élter Profect Benefits

In 1960, Metropolitan contracted with the California Department of Water Resources (DWR) to recelve SWP
supplles. Under this coniract, Meiropolitan is obligated to pay its portion. of the construction and operation and
maintensnce costs of the SWP system through at least the year 2035, regardless of the guantities of project water
Metropoliten takes. Metropolitan has contracted to receive 1.9 million acre-feet of the total SWP Table A amount
of 4.2 million acre-feet. All Metropolitan member agencies benefit from the SWP supplies, which are distributed
to existing customers and are avallable to future customers throughout Metropolitan's service area The potentlal
benefit of the SWP allocable to the RTS charge and standhry charge in fiscal year 2010/11 is shown In Table 1.

System Stor; ¢ Benefifs

The Metropolitan system, for purposes of meeting demands during times of shortage, regulating system flows,
and to ensure system reliability in the event of a systetn outage, provides over 1,000,000 acre-feet of system
storage capacity. DVL provides 800,000 acre-feet of storage capacity for water from the Colorado River
Aqueduct and SWP; effectively doubling Southem California’s previous surface water storage capacity. Water
stored in system storage during above average supply conditions (surplus) provides a reserve against shortages-
when supply sources are limited or disrupted. System storage also preserves Metropolitan's capability to deliver -
water duting scheduled maintenance periods, when conveyance facilities must e removed from service for
rehabilitation, repair, or maintenance. The potential benefit of system storage in fiscal year 2010/11 is shown in

Table 1.
Conveyance and Distribution System Bepefits:

Metropolitan bas an ongoing commitment, through physlesl system improvements and the maintenance and
rehabilitation of existing facilities, to maintain the reliable delivery of water throughout the entire service ares, )
System improvement projects include additional conveyance and distdbution facilities to maintain the dependsble |
" - delivery of water supplies, provide alternative system delivery capacity, and enhance system operations, ’

. Conveyance and distribution system improvement benefits also include projects to upgrade obsolete fagilitles or
equipment, or to rehabilitate or replace facilities or equipment. These projects are needed to enhance system

" operations, comply with new regulations, and maintain a reliable distribution'system. A list of conveyance and
distribution system facilities is provided in Table 3 along with the fiscal year 2010/11 estimated conveymnce and
distribution system benefits. ) . : -

{

Demand Management P_rograﬁ Benefits

Demand managcﬁzent programs to be financed by the RTS charge and standby cherge Include Metropolitan's .
participation In providing financlal incentlves to local agencles for the construction and development of local
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resourcc programs and conservation projects, Investments in demand side management programs like
conservation, watertecyeling and gronndwater recovery reduce fhe need to provide additional Imported water

supplies and help defor the need for additional conveyance, distribution, and stofage facilities. A summary ofthe -

estimated benefifs of the demand mapagement programs as measured by Metropohtan s anficipated experxﬂtures
for these programs in fiscal year 2010/11 is shown in Table 1. _

Locél Resources Program

In 1998, Mctwpolltan s Board adopted the Local Resources Program (LRP) with the goal of developlng loca[
watar resources in a cost-efficient manner, Financial incentives of up to $250 per acre-foot are provided to
member agency-sponsored projects that best help the reglon achleve its local resource production goals of
restoring degraded groundwater resources for potable use and developing recycled supplies. In both Instances, the
programs provide new water supplies, which help defer the need for additfonal regional conveyancs, dustnbutlon
nnd storage facilitles. .

Combined production from participating recycling and groundwater recuvory prolects is expected fo yteld
approximately 250,130 acre-feet of water for fiscal year 2010/11 vith financial incentive payments of about

$39 million, Regional recycling, recovered groundwafer, and desallnated seawater production are projected to be
about 750,000 acre-feef per year, by year 2025, An estimate of potential benefits as measured by Metropolitan’s
estimated Incentive payments for recycling and groundwater recovery projects is shown in Table 2,

ter Conservation

Mertmpohtan actively promotes water conservation programs within its service aréapsa cost-effectlve strategy for
ensuring the long-term reliability of supplies and as a means of reducing the heed to expand system conveyance,
distribution and freatment-capacity. Through the Conservation Credits Program, Metropalitan reimburses local -
agencles for a share of their costs of implementing conservation projects, Since fiscal year 1990/91, Metropolitan
has spent over $268 million in financial incentives to support Iocal consarvahon pro;ects.

In 1991, Meirgpolilan agreed fo implement canservation “BestManagement Practices” (BMPs). By signing the .
California Urban Water Conservation Council’s Memorandum of Understénding Regarding Urban Water
Conservation (amended March 10, 2004), Metmpohtan committed to implsment proven and réllable water
-tonserving technologxes and practmm within its jurlsdiction. Based on Metropolitan’s IRP, the Conserva.tion
Credits Program, in c.oruunctlon with plumbing codes and-other conservation efforts, has saved over ‘

1,271,000 acre-feet since. incoption through fiscal year 2008/09. By-2025, it is estimated that conservation . -
practices will save over one million acre-feet per year, reducing Mempohtan’s total water requiretents by about
15 percent, Conservation is u eritical element of Metrapolitan’s demand management program, effectively -
Increasing the rellability of existing water supplies by lessening the need to import additional water while ai the
same time defering the need fo expand system capacity, An estimate of the potential benefits of water .
conservatlon profects as measurcd by Metropolitan®s mcentive payments is givr:n {a Table 2,

LONG-RANGE FINANCIAL PLANNING

Metropolltan’s major capital facllities are financed largely from the proceeds of revenue bond 1 issues, which are
repeid over firture years, The principal sourea of revenue for repayment of these bonds is water sles, which is
-gurrenily Matropolitan's largest source of révenue, In addition, ad valorem property taxes provide an add1tlonal
limited revenue source, which Is used to pay pre—1978 voter-approved indebtedness, .

Since the passage of Article XIIIA of the Californiz Consfitution, Metrapolitan has necessarily relied more on
waler sales revanue than on ad valorem property taxes for the payment of debt, Water sales have become the

Attachment 3, Page 9 of 36—
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dominant source of revenue, not only for operation and maintenance of the vast netivork of facilifies supplying
water to Southern Californis, but also for replacement and improvement of capital facilities, -

. The Increased reliance on highly variabje water sales revenue Incfeases the prolia‘bﬂity of substantial rate swingﬁ
" from'yéar to year.. The use of water rates as a primary source of revenue has placed an increasing burden on
ratepayers, which might more equitably be paid in part by assessments on land that in part derives its velue from -

the availability of water. InDecember 1993, Metropolitan’s Board approved a revenue structure that included
additional charges to establish a commitment to Metropolltan®s capital improvement program and provide
revenue-stabllity, This revenue structure included the RTS charge and standby charge.

Readiness-To-Serve Charge

As noted above, Metropolitan levies the RTS charge on ifs member agencies to recover a portion of the debt
service on bonds Issued to finance capital facilities needed to meet existing demands ori Metropolitan's system,
The estimated potential benefits that could be paid by an RTS charge, including standby charge, in fiscal year
2010/11 are about $330 million as shown in Table 1, - .

Althongh the RTS charge could be set to recover the entire potential benefit amount, the General Manager is
recommending that the RTS charge only recover a portion of the total potential benefit, For fiscal year 2010711 ,
this amount is estimated to be $123,500,000. These funds, when combined with Metropolitan’s overall financial .
resources, will result in groater water-rate stability for all users throughout Metropolitan’s service area,
Consistent with the rate structure approved by the Board in October of 2001, the RTS charge for fiscal year
2010/11 Is allocated to each meinber agency on the basis of a ten-year rolling average of historlc water purchases
from Metropolitan ending June 30, 2009. This average includes all deliveries used to meet firm demand
(consumptive mnicipal industrial demands), mckuding watér transfers and exchanges, The estimated fiscal year
2010/11 RTS for each member agency is shown in Table 4. : .

~

Standby Charge Option

Metropelitan's standby cherge is authorized by the State Legislature and has been levied by Metropolitan since
fiscal year 1992/93. The standby charge recognizes that there are economic benefits fo lands that have access fo a
water supply, whether or not such Tands are using it. Utilization of the standby charge transfers some of the ©
burden of maintaining Metropolitan’s capltal infrastructure from watet rates and ad valorem taxes to all the
benefiting propertes within the service area. A fraction of the value of this benefit and of the cost of proyiding it

can be effectively recovered, in part, through continuation, of the standby charge. ‘The projeots to be supported in._ -

part by the standby charge are eapital projects that provide both local and Metropolitan-wide benefit to current
landowners as well as existing water users, The estimated potential benefits system-wide are several imes the
amount fo be recovered by means of the standby charge. o . \

Metropolitan will continve to levy standby charges only within the service areas of the metmber agencles that
requested that the standby charge be utilized, The standby charge for each acre or parcel of less than an acre
varies from member agency to member agency, as permitted under the legislation establishing Metropelitan’s -
standby charge. The water standby charge for each member agency will be the same as that imposed by
Metropolitan in fiscal year 1996/97 and is shown in Table 5. s

- The proposed standby charge includes the reimposition of water standby charges on: (1) parcels which water

standby charges have been imposed In fiscal year 1996/97 and annually thereafier (“pre-1997 standby charges™)
and (2) parcels annexed to Metropolitan and to an electing member agency after January 1997 ("annexation
standby charges”). Only land within member agencies which standby charges were imposed in fiscal year
1996/97 will be subject fo the relmpogition of pre-1997 standby charges for FY 2010/11. Only land annexed to
Metropolitan and to an elecing member public agency with respect to which standby charges wefe approved in

i
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accordance with the procedures of Article XTID); Section 4 of the California Constitution will be subject to the
imposition or reimposition, as applicable, of annexation standby charges for fiscal year 2010/11, Table 6 Usts
parcels annexed, or o be annexed, to Meiropolitan and fo electing member agencies during FY 2009710, such
parcels being subject to the annexation standby charge upon annexation. Parcels annexed prior to FY 2009/10 are
subject to annexation standby charges as described in the Englneet’s Report for the fiscal year of thelr annexation,
These parcels and parcels that are subject to the pre-1997 standby charges are identlfied in a listing filed with the
Executive Secretary. : : : ’

The estimated potential benefits of Metropolitan®s water supply program, which could be paid by astandby .
chirge, is approximately $330 million for fiscal year 2010/11, as shown In Table 1. An average tota standby
charge of about $76,12 per acre of land or per parcel of less than one acre would be necessary to pay for the total
potential program benefits. Benefits In this amouat will acorue to sach acre of property and parcel within
Metropolitan, as these properties are eligible to use water from the Metropalitan system. Because-only properties
located within Metropolitan’s boundaries may receive water supplies from Metropolitan (except for certain
contractual deliveries as permitted under Section 131 of the Metropolitan Water District Act), any benefjt
received by the publlc at large or by properties outside of the proposed area to be annexed is merely incidental,

Table 5 shows that the distributlon bf standby charge revenues from the various member agencies would provida

net revenne flow of approximately $43,6 million for fiscal year 2010/11. This total amount s Iess than the

estimated benefits shown in Table 1, Metropolitan will uss other revenue sources, such as water sales rovemuss, = ‘
readiness-to-serve cherge revenues (except fo the extent collected through standby charges, s described ahove), '
interest income, and revenue from sales of hydroelectric power, to pay for the remalning program benefits, Thus,

the benefits of Metropolitan’s investments in water conveyancs, storage, distribution and supply programs far

exceed the continued standby charge. E

Fepuity ~ _

The RTS charge is a firm revenue saurce, The revenues to be collected through this charge wil not vary with

sales in the current year. This charge is levied on Metropolitans member agencies and is not 2 fee or charge tpon
real property or upon persons es an incident of property ownership. It ensures that agencies that only occasionally -
purchase water from Mefropolitan but recelve the reliability benefits of Metropolitan's system pay a greater share
of the costs to provide that reliability. Within member agencles that elect fo pay the RTS charge through
Metropolitan's standby charges, the standby charge results in lowsr water rates than would otherwise be

necessary due fo the amount of revenue collected from lands which benefit from the availability of Metropolitan's
‘water supply. With the standby charge, these properties arenow contributing a more appropriate share of the cost
of importing water to Southern California, : _ ' ’

Metropalitan's water supply program increases the availability and reliable delivery of water throught}ut
Metropolitan’s service area. Increased water supplies benefit existing consumers and Jand uses through direct
deliveries fo oonsumers and properties, and through the replenishment of gronndwater basing and reservoir
storage a8 reserves against shortages due to droughts, natural emergencies, or scheduled facility shutdowns for
meintenance. The benefits of reliable water supplies from thé SWE, CRA, DVL, and system improvements
acorue 1¢ more than 250 citles and communities within Metropolitan’s six-county service area. Metropolitan's
regional water system I8 Iiterconziected, so water supplies from the SWP and CRA can be used throughout most
of the.service area and therefore benefit water users and properties system-wide, :

Additional Metropolitan deliveries required in the coming fiscal year due to the dsmands of property development
will be reduced by the implementation of demand managernert projects, including water conservation, water
recycling, and groundwater recovery projects. Aswith the SWP, CRA and DVL and the conveyance and
distr|bution facilltles, demand managenient programs increase the future retiability of water supplies. In addition,
demand management programs provids system-wide benefits by effectively decreasing the demand for fmported
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water, which helps to defer construction of additional system conveyance and distribution capacity, However, the

ahilities of each.member agency t0 Implement these projects under Metropolitan's financial assistance programs
vary and are generally represented by the historic use of Imported Metropolitan water. . :

A major advantage of a firm revenue sowurce, such as a RTS charge, is that it confributes to revenue stabilify -
during times of drought or Jow water sales. It affords Metropolitan additional secirity, when horrowing funds,
that a portion of the revenue stream will be vnaffected by drought or by rainfall, This security will help malotain
Metropolitan’s historically high credit rating, which results in lower interest expense to Metropolitan, and
therefors, lower dverall cost fo the residents of its service area, : oo

. SUMMARY .

‘The foregolng and the attached tables describe fhe current benefits provided by the projécts listed as mainstays to

the water supply system for Metropolitan’s service area, Benefits are provided to both water users and property
owners, The projects represented by this repbrt provide both local benefits as well as benefits thronghout the .

entire service area. It is recommended, for fiscal year 2010/11, that the RTS charge be imposed with a contituing

optian for local agencies to request that 2 standby charge be imposed on lands within Metropolitan®s service area
as a credit against such member agency's RTS, up 16 the standby charge per acre or parcel of less than one acre.
levied by Metropolitan within the applicable member agency for fiscal year 2010/11, The maximum standby
charge would not exceed $15 per acre of land or per parcel of Jess than one acre. The benefits described in this
Engincer's Report exceed the recommended charge, A listing of all parcels in the service area.and the praposed
2010/11 standby charge for each Is available in the office of the Chief Financial Officer. :

Prepared Under the Supervision of: ~ Prepared Under the Supervision oft
Robert L. Harding, RCE C50185 Brian G. Thomas -
Unit Manager V Assistant General Manager/

Water Resource Management Chief Financial Officer

-
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TABLE 1
ESTIMATED DISTRIBUTION OF BENEFIT S OF WATER SUPPLY
PAYABLE BY STANDBY CHARGE ~
Extimatod Patantisal .
7 . ' Pragram Bepellls for Dallars Par Parcel
| Watar Conveyanes, Sforags, Distribution and Bupply Program ° FY2010/11 ~ of.1 Acte or Lesy
! | Not Copllel Paymsnts 1o Btate Water Project (lass bortion pid by property texas) . 28827487 t6.18
| Non T Buppoted Dabt Savios Gosts for Systom Storago * . 118,683,036 . s%88
) Non Tax Supported Debt Bervica Coats for Convayance and Distrbution 3ys1em . - saazsRedt 828,67
sub-'l‘phl Capital Payments . $212,482,674 o $82,71
lnes Estimelad Slandby Charge Revenues - - 3 Cag0dan) (810,05}
Raralning _caﬁﬂal payments ' : o 527,588,437 . s5266
| Damand Mnm.:gomam Programi; Watsr Ruoyciing, : ‘ s
’; Grotndwatar-Recovery, snd Walsr Conswvation Projacta ] $58,296.726 © $1342
. SubTolal Oshlfal Flna;icing and Demand Managsment Programs RN
3 "Cosla not Pald by Slendby Cherge Revanues . $286,525,163 §66,08
s e Total Benefits; Gaplial Finanolng end Dsmand Manngamént Programu ) ) ¥330,428,300 -, 7642 |-
] . Nu(un. .
] - [4] Syslem storage Includes Dlamond Valley Laks, Leke Malhaws. Leka Skinpar and seven otharsmanar sudace resewolm whlch provida storege
’ for operational purposes., i .
I2] Conveyane and Distibution faclllues Inglude tha Calorado Rhw! Aqueduct and the plpellmas, latarals, feeders and canals.that dlalribule waler
{hropghaut the service sres. -
Tolely may not foot due fo reunding . L :
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, TABLE 2
WATER REGYCLING, GROUNDWATER RECOVERY
_ AND CONSERVATION PROJECTS
, ) = FY 2090017
- Project Name . Payment
Water Ragycling Projects $29,186,111

Alzmltos Barrier Reclaimed Water Project
Burbank Reclaimed Watsr System Expansion Project
Calabasas Réclalmed Water Systam Expansion
* Capistranc Vallsy Non-Domestic Water System Expanswn
Century Reclamation ngram N
Ceirllos Reclalmed Water Expanslon Project
Clty of Indugtry Reglonal Waler System - Rowland
- Chy of Industry Reglonal Water System - Suburban
" Cly of Industry Reglonal Walsr System - Walnut
Conajo Creek Diversion Project
Dacker Canyon WRP -~ )
" Davelopmant of Non-Domestic Water Sys. Exp, Ladera
Diract Reuse Project PhasallA.
Dry Weather Runoff Raclamation Facility
Eastern Recycled Water Plpsline Razch'{6
_ Eastem Regional Reclaimed Waler System
EMWD Resach | Phasg I
"Encina Basin Water Rec. Prog~ Phasas L and If
. Engina Watar Pellution Conirol Faelity Rec), Project e
/ Escondido Reglonal Reclalmed Water Project '
Fallbrook Reclamation Prajoct .
Glendals Brand Park Raclalmed Water Project
Glandals Vardugo-Scholl Canyon Recl. Watsr Project
Glandale Water Reclamation Expanslon Project
Grean Acres Raclamation Projact - Coastal
**  Grean Acres Reclamation Project- MWDOC
Green Acres Reclamation Prajoct - Santa Ana
Groundwaler Replenishment System Talbari Seawatar Infrusion Bartier Component
Hansen Area Water Recycling Project Phasa 1 - ‘
Haneen Area Waler Recycling Profest Phase 2
HarborWater Recycing Project S
. IEUA Regional Recycled Water Dist. Systam - )
IEUA Regional Recycled Water Dist, System Expanision
Irvine Ranch Redsmatlon Project.
" JRWD Recydled Water System Upgrade
‘Lakewood Water Reclamation Project
Las Virgenes Reclamation Project
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TABLE 2 {Confinuad)
WATER RECYCLING, GROUNDWATER RECOVERY
AND CONSERVATION PROJEGTS

S TV 207671

Project Name . 2 Payment

Water Resycling Projacs (confiiued)

“Long Beach Reclamation Expangion Phase |

Long Beach Reclamation Project

Loz Angeles Gra's'nbalt Project )
Motston Nigus! Phase 4 Reclamation Syster Expunslon
Moullon Niguel Reclamalion Project '

North Cly Water Reclamation Project

Qak Park/North Ranch Weater Redlamations Projact
Oceanslds Water Reclamation Project

Olvenhpln Recyded Project - SE Quadrant

Otay Reoycled Water Systam

Otay Water Reclamallon Project

. Padre Dam Reclalmed Water System Phase |

Ramona/Santa Marla Water Reclamation Projact
Rancho Callfomia Reclamation Expansion
Rancho Santa Fa Reglalmed Walsr System
RDDMWD Resycled Water Prograns:

Racycled Watar Distribution Line Extension

Rie Hondo Water Redlamation Program

San Clomente Water Rectamation Project

San Elfjo Waler Reclamatiod System

&ean Pasquel Reclamation Project

»' Santa Magaria Reclsmation Expansion Project
" Sepulveda Basin Water Reclameation Project

Sepulveda Besin Water Racyciing Project Phase [V
Shadowridge Redlalmed Watsr System

South Laglina Reclamation Expanslan Project
South Laguna Reclamation Projact

South Valley Water Recycling Projact

Talor Yard Water Recyoling Project

Trabuco Canyon Reclamation Expanslon Projeot
Walnut Valley Reclamation Expansien Project
West Basin Waler Reclamation Program
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TABLE 2 (Confinved)

'WATER RECYGLING, GROUNDWATER RECOVERY
AND GONSERVATION PROJECTS

. FY 2010114
Project Name . Paymant

Groundwater Recoyery Projects ’ . .. seyozg2 C |
Arlington Desalter . - :
Baverly Hills Desalter . . )

Burbank Lake Streel GAG Plant
CGaplstrano Beach Desalter
Chino Basin Desalter No, 1 - 1EUA

: . Chino Basin Desalter No, 1 - Western .

' Glenwood Nitraie

Irvine Dasalter

Juan Well Fiiter Facifity )

Lower Swaatwater Desalter Phase 1 . : .

Matona Desalter (Goldsworthy) -

Menifes Basln Dasalter

Mesa Consolldated Colored Water Treatment Famllty

Ocaapside Desaller Phase |

Ocaanside Desalter Phasa Fand If

oo o Pomona Well $37 ™

' Rowland GW Treatment Project

: ' San Juan Desalter

- Santa Monica GW Treatment Plant

‘Sepnlveda Desalfer

Tapo Canyon Water Trealment Plant

Temescal Bash Dessilting Facllity

Tustin Desalter

Wells # 788 « NF Water Treatment Facillty

! o : West Basin Desalter No. 1

: Wastlake Wells - Tapla WRF Intertie

Otfier 5-year Supply Plan Local Projacts . : " s2anEe3

Consarvation Projects - o - $19,100,000
Reglonwide Residentlal : .o .
Regionwide Commerclal - '

Public Sector Program

Member Agency

: : Water Bavings Performance Program

] . " Enhanced Conservatlon Program

: " Agrlculture Conservation
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r TABLES - ",

CONVEYANCE AND DIETRIGUVION SYSTEM BENEFTTS -

Doncription

[1r i1

ALL PUMPING PLANTE - 230 KV & B8 KV DISCONNEGTS REPLACEMENT

ACCESE STRUCTURE, TRANSITION STRUCTURE AND MANHOLE COVER REPLACEMENT
ALL PUMPING PLANTS - BRIDBE GRANES

ALL PUMFING PLANTS ~ TRANSFORMER BANK BRIDGE

ALLEN MCGOLLOCH PIPELINE - RIGHT OF WAY

IALLEN MGCOLLOCH PIFELINE - UPDATE MGDIFY ALL BOYLE ENGINEERING DRAWINGS
AQUEDUCT 8 PLIMPING PLANT |SOLATION/ ACCESS FIXTURES - STULY

AQUEDUGT & PUMPING PLANT IBOLATION GATES

ARROWHEAD EAST TUNNEL CONBTRUGTION ) o
ARROWHEAD.TDS REDUGTION : :

ARROWHEAD TLINNELS CLAIMS COST -

AHROWHEAD TUNNELS CONNEGTOR ROAD

ARROWHEAD TUNNELS CONSTRUGTION

ARROWHEAD TUNNELS ENGINEERING

ARROWHEAD TUNNELS RE-DESIGN

ARROWHEAR WEST TUNNEL CONSTRUCTION

AULD VALLEY CONTROL STRUCTURE AREA FAQILITIES UPGRADE STUDY

AUXILIARY POWER EYSTEM REHABILITATION/ UPGRADES STUDY

BAGHELOR MOUNTAIN COMMUNICATION SITE ACQUISITION

- |BACHELOR MOUNTAIN TELECOM BITE IMPROVEMENTS

BANK TRANSFORMERS REPLAGEMENT STUDY .
BLACK METAL MOUNTAIN. COMMUNIGATIONS FACILITY UPGRADE

BOX SPRINGS FEEDER REHAB PRASEN

BUDGETADJUSTMENT

GABAZON RADIAL GATE FAGILITY IMPROVEMENTS

CATHODIC PROTECTION STUDY - DESIGN AND CONSTRUCTION

CCRP - BLOW-OFF VALVES PHASE 4 PROJECT

GCRP -CONTINGENGY

CORP - EMERGENGY REPAIR -

CCRP « HEADGATE OPERATORS & CIRCUTT BREAKERS REHAB.

CORP - PART 1 &2

CORP - SAND TRAR CLEANING EQUPMENI‘ A TRAVELING CRANE STUDY
CORP - TRANSITION & MAN-WAY ACCESS COVER REPLACEMENT - §TUDY & DES]GN

CCRP - TUNNELS STUDY |

CEPSRP - 230 KV SYSTEM SYNCHRONIZERS o

CEPSRP + ALL PUMPING PLANTE - CONTINGENGY & OTHER GREDITS

CEPSRP - ALL PUMPING PLANTS -REPLACE 6.9 IV TRANSFORMER BUSHINGS

CEPSRP - ALL PUMPING PLANTS - REPLAGE 230KV , B9 KV & 6.9 KV { JGHTENING ARRESTERS
CEPBRF - ALL FUMPING PLANTS » REPLACE 230KV TRANSFORMER PROTECTION

CEPSRP - SWITCHYARDS & HEAD GATES REHABILITATION

CERSRF- AL PUMPING PLANTS -IRON MOUNTAIN - 230KV BREAKER EWITCH, INST
COLORARO RIVER AQUEDUCT - PUMPING

CONTROL SYSTEM DRAWING UPGRADE STUDY (PHASE )~ STUDY

COPPER BASIN AND GENE DAM QUTLET WORKS REHABILITATION {STUDY & BESIGN)
COFPER BASIN INTERIM CHLORINATION EYSTEM

COPPER BASIN OUTLET GATES RELIABRLITY

COPPER BASIN POWER & PHONE LINES REFLACEMENT

CORROSION CONTROL OZONE MATERIALTESTFAG!LITY

COST OFLAND AND RIGHT OF WAY

CRA - ACCESS STRUCTURE, TRANSITION STRUCTURE AND MANHOLE GOVER REPLACEMENT

CRA - AQUEDLICT AND PUMPING PLANT ISOLATION GATES
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TABLE 3

CONVEYANCE AND DISTRIBUTION BYSTEN BENEFITS

Dancripfion !

v Convsyanas wid Aguedyct Fagilftles (continusd)

" JCRA ~AUXILIARY POWER SYSTEM REHAZ

GRA - BANK TRANSFORMERS REPLACEMENT STUDY

CRA - BLOW-OFF VALVES PHASE 4

GRA - CIRCULATING WATER SYSTEM STRAINER REPLACEMENT

CRA - CONTROL BYSTEM IMPLEMENTATION PHASE CLOSE QUT

CRA - GONVEYANCE RELIABLITY PROGRAM PART 1 APARTZ .

CRA - COPPER BASIN DUTLET, AND COPPER BASIN & GENEWASH suncewm REHABILITATION
CRA » GOPPER BASIN FOWER & PHONE LINES REPLACEMENT .
CRA - CUT & COVER FORNAT WASH EXPOSURE STUDY -

CRA - GUT AND COVER FORNAY WASH EXPOSURE STUDY

- |GRA < DANBYTOWER FOOTER REPLACEMENT ‘

GRA~ DESERT PUMP PLANT OIL CONTAINMENT

CRA - DESERT SEWER SYSTEM REHABILITATION

GRA ~DESERT WATER TANK ACCESS & SAFETY IMPROVEMENTS

GRA - DISGHARGE CONTAINMENT PROGRAM - INVESTIGATION

CRA - ELEGTRICAL POWER SYST REL, PROG. - IRON KATN - 230KV BREAKER BWITC, INST,
ORA » GENE PUMPING PLANT MAIN TRANSFORMER AREA

GRA « INTAKE PUMPING PLANT - GOCLING AND REJEGT WATER DISCHARGE TO LAKE HAVASU
GRA - INTAKE FUMPING PLANT AUTOMATION FROGRAMMING  ~ .

CRA - INVESTIGATION OF SIPHONS AND RESERVOIR QUTLEYS

CRA - LAKEVIEW SIPHON FIRST HARREL - REPAIR DETERIORATED JOINTS

GRA - MAIN PUMP MOTOR EXCITERS . .

CRA- MAIN PUMP STUDY ) :

CRA - MOUNTAIN SIFHONS SEISMICVULNERABILITY STUDY

ICRA - PUMPING PLANT RELIABILITY PROGRAM GONTINGENCY

GRA - PUMPING PLANTS VULMERABILITY ASSESSMENT :
CRA - PUMPING WELL CONVERSION . ) !
CRA ~ QUAGGA MUSSEL BARRIERS .
CRA - REAL PROPERTY - BOUNDARY SURVEYS

CRA - RELIABILITY PROGRAM 230 KV & 89 KV DISCONNELRTS REPI.ACEMENTSTUDY {5 PLANTS) .
CRA - RELYABILITY FROGRAM INVESTIGATION

CRA - RELIABILITY PROGRAM PHASE 6 (AQUEDUIGT PHASE 8 na-mn.) ~EPEC 1568

GRA - RELIABRTY PHASE Jl CONTINGENGY

GRA - SAND TRAP CLEANING EQUIPMENT AND TRAVELING CRANE

CRA - BERVICE CONNEGTION DWGV-2T VALVES REPLACENENT AND STRUGTURE CONSTRUGCTION
CRA - SERVICE CONNEGTION DWGV-4 A, B, G, 3 DPLUG VALVES REFLACEMENT - -

GRA - SIFHONS, TRANSITIONS, CANALS, AND TUNNELS REHABILITATION AND IMFROVEMENI‘S
GRA - SUCTION & DISCHARGE LINES EXPANSIGN JOINTRERAB -

_|cRA <SUPERVISORY CONTRQL AND DATA Acuutsmcn {5CADA) SYSTEM

CRA » SWITCHYARDS ANOHEAD GATES REHAD

'|cRA - TRANSFORMER OJL & CHEMICAL UNLOADING PAD CONTAINMENT

GRA - TURNELS VULNERABH ITY STUDY - REPAIRS TO TUNNELS

CRA - WEST PORTAL UPGRADE - REHAS OF STILLING WELL, SLIDE GATE OPERATORS AND RADIAL GATES
CRA 2.4 KV STANDEY OIESEL ENGINE GENERATORS REPLAGEMENT

- . |CRA 290 KV & 69 KV DISCONNECTE SWITCH REPLAGEMENT !

GRA 230KV & 6BKY PROTEGTION PANEL UPGRARE

CRA AQUEDUCT BLOGKER GATE RERLACEMENT

CRA BLAGK METAL COMMUNICATION SITE Il UPGRADE

- |GRA GANAL CRAGK REHAE AND EVALUATION

CRA GANAL GRAGK REHABILITATION -

. |GRA CIRGULATING WATER 5YSTEM STRAINER| REPLACEMENT

CRA CONVEYANCE RELIABILITY PRDGRAMLGGLP) BYCW-DFF REPAIR
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TABLE 3

CONVEYANCE AND DISTRIBUTION SYSTEM EENEFTS

Deapriplion

Genvevance wid Avuedugt Faclias fcontinyad) _

ICHA CONVEYANCE RELIABILITY PROGRAMPART 1 & FART 2 : .

CRA DEBERT AIRFIELDS IMRROVEMENT

CRA DISCHARGE CONTAINMENT PROGRAM - CONTINGENGY

CRA DISCHARGE CONTAINMENT PROGRAM - GENE & IRDN URAIN SYSTEMS .
CRA DISCHARGE CONTAINMENT PROGRAM - INVESTIGATION

CRA DIBCHARGE CONTAINMENT PROGRAM ~ 1L & CHEMICAL UNLOADING PAD CONTAINMENT
* . |CRA ELECTRICAL / POWER SYSTEM RELIABILITY PROGRAM (cspsm’)

CRA ENERGY EFFIGIENCY IMPROVEMENTS

GRA GENE STORAGE WAREHOUSE REFLAGEMENT

. | cRAHINDS PUMPING PLANT - WASH AREA UPGRADE .

(CRA INTAKE PPLANT- POWER & GOMMUNIGATION LINE REFLACEMENT

“|CRA IRON BARAGE HEAVY EQUIPMENT SERVICE PITREPLACEMENT

CRA IRGN HOUBING REPLACEMENT

CRA MAIN PLMP STUDY

[CRA MILE 12 FOWER LINE & FLOW MONITORING EQUIP, STUDY

GRA PUMP PLANT FLOW METER UPGRADE

GRA PUMP PLANT SUMP PIRING REPLACEMENT STUDY

CRA PUMPING FLANT RELIABILITY PROGRAM < HIGH PRESSURE GOMPRESSOR REPLACENENT

. |CRA PUMPING PLANT RELIABILITY PROGRAM - BUCTION & DISCHARGE LINES EXPANSION JOINT STUDY

€RA PUMPING PLANTS SWITCH HOUSE FAULT CURRENT FROTEGTION

CRA FUMPING PLANTS VULNERABRITY ASEESEMENT

GRA PUMPING WELL CONVEREION

CRA QUAGGA MUSSEL BARRIERS

CRARELIARILITY RROGRAM - DISCHARGE VALVE LUBRICATORS

CRA RELIARILITY FROGRAM - MOTOR BREAKER FAULTY GURRENT 6TUDY (5 PLANTS)
CRA RELIABILITY PROGRAM PHASE § (AQUEDUIGT PHASE 8 REHAB.) - SPEC 1568
CRA BRISMIC EVALUATION - SWITCH HOUSE AND PUMP ANCHORAGE

CRA BERVICE CONNECTION UWGN-4 VALVES REFLACEMENT
CRA 5)PHON.REHAR

CRA BISHONS, TRANSITIONS, CANALS, AND TUNNELS REHABILITATION AND IMPROVEMENTS
DAM SLINCEWAYS AND QUTLETS REHABILITATION

DANBY TOWER FOOTER HEPLACEMENT

" |DESERT FACIITIES FIRE PROTECTION BYSTEMS UPGRADE

DESERT LAND AGGQUIGITIONS ,

DESERT PUMP PLANT OJL CONTAINMENT

DESERT ROADWAY IMPROVEMENT

DESERT SEPTIO SYSTEM

DESERT SEWER SYSTEM REHABILITATION A

DIEMER FILTRATION PLANT - METROPOLITANSGE HELIPAD LAND SITE
DISCHARGE LINE ISOLATION BLLKHEAD COUPLINGS ’
DIBTRIBUTICN SYSTEM FACILITIES - REHABILITATION PROGRAM

DVL TO SKINNER TRANSMISE)ON LINE ETUDY
& THORNTON IBRETSON GUEST QUARTERS
EAGLE AND HINDS EQUIRMENT WASH AREA UPGRADE

GHA SERVICE CONNECTION DWCV-21 VALVES REFLACEMENT AND ETRUCTURE CONSTRUC‘TION

DESERT WATER TANK ACGESS - FIRE WATER, GRGJLATING WATER; DOMESTIG WATER- STUDY

DISTRIBUTION SYSTEM FAQILITIES REHABILITATION PROGRAM - MMNTENANCE &STORAGE SHOP (PC-1)
DISTRIBUTION 8YSTEM RELIABILITY PROGRAM - PHASE 2 -

EAGLE KITCHEN UPGRADE
EAGLE MOUNTAIN PUMPING FLANT SCADA SYETEM
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' TABLEZ

CONVEVANGE AND DISTRIBUTION SYSTEM BENEFITS

Dereription

1 o . |convevances dpol a8 feontl
! - EAGLE MOUNTAIN SAND TRAPS ETUDY
’ EAGLE MOUNTAIN SIPHONS GEISMIC vumsmnn.twsmnv
EAGLE MTN SAND TRAPS §TUDY -
1 o EAGLE ROCK ASPHALTREPAIR PROJECT
' EAGLE ROCK MAIN ROQF REPLAGEMENT .-
EIWIRONMENTAL MITIGATION -
ETIWANDA PIPELINE LINER REPAIR
ENTWANDA RESERVOIR LINER REPAIR
FUTURE SYSTEM RELIABILITY PROJECTS |
GARVEY RESERVOIR - AUTOMATED DATA ACQUISITION SYSTEM -~
: . GARVEY RESEVOIR AUTGMATED DATA AGQUISTTON SYSTEM REPLACEMENT
! GENE & INTAKE P,P, - FREQUENCY PROTECTION RELAY REPLACEMENT i
: : GENE & INTAKE PUMPING PLANTS - REPLACE UNDER FREQUENCY PROTECTION RELAY .
GENE AIR CONDITION
. GENE PUMPING PLANT - AIR STRIP EXTENSION BROJECT
i * |GENE PUMPING PLANT - HEAVY EQUIPMENT SERVICE PIT -
GENE PUMPING PLANT - PEDDLER SUBSTATION REPLAGEMENT
GENE PUMPING PLANT - SCADA SYSTEM .
GENE PUMPING PLANT MAIN TRANSFORMER AREX .
GENE STORAGE WAREHOUSE REPLAGEMENT . .
[HEADBATE GPERATORS & CIRCUIY BREAKERS REHAR, ) .

INLAND FEEDER GROUNDWATER MONITDRING

INLAND FEEDER HIGHLAND PIPELINE CLAIMS GOST

INLANI FEEDER HIGHLAND PIPELINE GONSTRUCTION

INLAND FEEDER HIGHLAND PIPELINE DESIGN

* INLAND FEEDER MENTONE PIPELINE CONSTRUCTION

INLAND FEEDER MENTONE FIPELINE DESIGN )

INLAND FEEDER MENTONE PIPELINE RUSD CONSTRUCTION
INLAND FEEDER OWNER CONTROLLED INSURANCE PROGRAM
INLAND FEEDER PROJEGT MANAGEMENT SUPPORT

INLAND FEEDER PURCHASE OF LAND AND RIGHT OF WAY

INLAND FEEDER UNDERGROUND STORAGE TANK REMOVAL & ABOVEGROUND STORAGE TANK INSTALLATION .
INSULATION JOINT TEST STATIONS

INTAKE PPLANT - POWER & COMMUNICATION LINE REFLACEMENT

INTAKE PUMPING PLANT - CODLING AND REJECT WATER IISCHARGE TO LAKE HAVASL

INTAKE RUMPING PLANT AUTOMATION PROGRAMMING .

INTAKE PUMPING PLANT INSTRUMENTATION REPLACEMENT ’ :
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CONVEYANCE AND DlSTRIBUTI.DN SYSTEM BENEFITS ,
Doscripton
. Co| nes and ediat Focliitlas tlrpuro
INTAKE PUMPING PLANT SCADA SYSTEMW A
JRON MOUNTAIN PUMPING PLANT \

IRON MOUNTAIN PUMPING PLANT SCADA SYSTEM .
JLAKE MATHEWS FOREBAY & HEADWORK FACILITY & EQUIPMENT
LAIE MATHEWS FOREBAY WALKWAY REPAIRS
LARE MATHEWS lcS
LAIE MATHEWS INTERIM GHLORINATION SYSTEM
{LAME SKINNER - QUTLET CONDUIT FLOWMETER INSTALLATION
LAKE BKINNER BYPASS PIPELINE NO. 2 CATHORIC PROTECTION
LAKE BKINNER OUTLET CONBUIT
LAVERNE FACILITIES - ENERGENGY GENERATOR
LAVERNE FACILITIES : MATERIAL TESTING
MAGAZINE CANYON OIL & WATER SEPARATOR
MAGAZINE CANYON OILWATER SEPARATOR
MAPES LAND ACQUISTION '

MILE 12 POWER LINE & FLOW MONITORING EQUIPMENT STULY
MILLE FILTRATION PLANT - MODULE NQ. { FILTER BED
MILLS PLANT BUPPLY FUMP STATION STUY

- {MOTOR BREAKER FAULTY (5 PPLANTE)

NEWHALL ‘TUNNEL « REPAIR STEEL LINER
NEWHALL TUNNEL - UPGRADE LINER SYSTEM

0 44 SERVICE CONNEGTIONS % EOG2 METER ACCESS ROAD REPAIR
ucsamruwrnﬁsmmzcnonsm .

OLINDA PCS FAGILITY REHABILITATION AND UPGRADE

L INDA PRESSURE GONTROL STRUGTURE FACIITY REHABILITATION AND UPGRADE
ORANGE COUNTY 44 SERVICE CONNEGTIONS & EQC#2 METER ACCESS RoAD REPAIR
ORANGE COUNTY 88 PUMP PLANT FIRE PRATECTION STUDY- ,

OWNER GONTROLLED INSURANGE PROGRAM

PALD VERDE VALLEY LAND PURCHAGE - 16,000 ACRES

FALOS YERDES FEEDER REHABILITATION OF DOSSNGUEZ CHANNEL

PALOS VERDES RESERVOIR SFILLWAY MODIFICATION

PROJECT MANAGEMENT SUPPORT

* |PUBDINGETONE RADIAL GATE REHABILITATION

PURCHASE OF LAND AN RIGHT OF WAY
QUAGGA MUSEEL STUDY

REPAIR UPPER FEEDER LEAKING EXPANDEIDNJDNT
REPAIRB FO TUNNELS "

RIALTO FEEDER REPAIR OF ANOMALGUS PIPE SECTION

RIVERSIDE BADLANDS TUNNEL CONSTRUCTION

RIVERGIDE BRANCH ~ ALESSANDRO BLVD, LEFTLAND TURN LANE
RIVERSIDE BRANCH - CONSTRUCTION OF GONTROL PANEL DISPLAY WALL

ISAN FERNANDO TUNNEL STATION 778480 VALVE RE?LACEMENT

SAN GABRIEL TOWER BEISMIC ASSESSMENT
5AN GABRIEL TOWER SLIDE GATE REHABILITATION

SAN JACINTO TUNNEL, WEST PORTAL

SANJOAQUIN RESERVOIR - NEW DESIGN

SAN JOAQUIN RESERVOIR IMPROVEMENT- FLOATING COVER

‘[sAN JOAQUIN RESERYDIR IMPROVEMENTS
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" TABLE3

_ CONVEYANCE AND DISTRIBUTION 8YSTEM BENEFITS

Daseription

vaygnce_and Agu FoclllY

-|SAN JOAQUIN RESERVOIR IMPROVEMENTS STLDY

SAND TRAP CLEANING EQUIPMENT AND TRAVELING CRANE 8TUDY

SANTA ANA RIVER BRIGDE SEISMIG RETROFIT

SANTIAGO TOWER ACCESS ROAD UPGRADE

SANTIAGO TOWER PATROL ROAD REPNR

SD3REPAIR -

SECOND LOWER FEEDER CARBON FIBER REPAIRS

SEGURITY FENOING AT OC-88 FUMPING PLANT

SEISMIG PROGRAM

SEISMIC UPGRADE OF 11 FACILITIES OF THE GONVEYANCE & DISTRIBUTION SYSTEM
ISERVICE CONNEGTION & EDGF #2 METER AGCESS ROAD UPGRADE & BETTERMENT
SKINNER FILTRATION PLANT « 1P2

SKINNER FILTRATION PLANT HELIPAD UPGRADE

SUGTION & DISCHARGE LINES-EXPANSION JOINT $TUDY

SWITCHYARDS AND HEAD GATES REHAB

TEMESCAL HYDRO-ELECTRIC PLANT AGCESS ROAD UPGRADE

[TRANSFORMER OJL & CHEMICAL UNLOADING PAD CONTAINMENT

.5, BUREAU OF LAND MANAGEMENT LAND ACQUISITION

UPPER FEEDER CATHODIC PROTEGTION SYSTEM

UPPER FEEDER LEAKING EXPANOSION JOINT REPAIR

UPPER FEEDER SCHEDULES 28~

VALLEY BRANCH - PIPELINE CORROSION TEST STATION

WEST VALLEY FEEDER #2 GATHODIC PROTECTION SYSTEM REHABILITAﬂoN
[WEYMOUTH FILTRATION PLANT CHAORINE UNLOADING
WHITE WATER 5{FHON PROTEQTION

WHTEWATER SIPHON PROTECTION STRUGTURE

Suvbsfotal Canveyance snd Aqueduc! fuolliles banellts

$

69,847,484
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TAHLE3

GONVEYANGE AND DISTRIBUTION SYSTEM BENEFITS

;

Description
| Disiribytlon Faclligss
42" CONICAL PLUG VALVE REPLACEMERNT
AGOUSONIC FLOW METER UPGRADE
ALAMEDA CORRIPOR PIPELINE
", |ALL FAGILITIES - WATER DISCHARGE ELIMINATION )
ALL FACILTTIES INSPEGTION AND REPLACEMENT OF CRITIOAL VAGUUM VALVES
ALL PUMPING PLANTS -~ INSTALL HYPOCHLORINATION BTATIONS
. JALLEN MCCOLLOCH PIPELINE INTERGONNECYIONS
ALLEN MCCOLLOCH PIFELINE LOGAL GONTROL MODIFICATIONS
ALLEN MCGOLLOCH PIRELINE REPAIR
ALLEN MCCOLLOCH PIPELINE REPAIR - CARBON FIBER LINING REPAIR
ALLEN MCCOLLOCH PIPELINE REPAIR - BERYICE CONNEGTIONS UPGRADES
ALLEN MCCOLLOCH PIPELINE REPAIR - STATION 276+63
ALLEN MCCOLLOCH PIPELINE REFAIR - SURGE SUPPRESBION SYSTEM AT.OCH8A
ALLEN MCGOLLOGCH PIPELINE REPAIR - VALVE ACTUATOR REFLACEMENTS
ALLEN MCCOLLOCH PIPELINE REPAIR SERVICE CONNECTIONS SIMPLIFIGATION
+ " |ALLEN MCGOLLOCH PIPELINE STRUGTURE - ROOF SLAB REPAIRS
ALLEN-MCCOLLOCH GORROSIONGNTERFERENGE MITIBATION, STATION 718434 TO 1178402
ALLEN-MCCOLLOCH PIPELINE
ALLEN-MCCOLLOGH PIPELINE VALVE AND SERVICE CONNEGTION VAULT REPAIRE
AMP -SERVICE CONNECTIONS UPGRADES
AMP VALVE ACTUATOR REPLAGEMENTS
AMP COMPLERION RESOLUTION RIGHT OF WAY ISSUER
AMH - HTU UPGRADE - PHASE 2 .
IANODE WELL REPLACEMENT FOR ORANGE coummu RIALTO FEEDERG" ’
ASPHALTREPAIRS TO PERIMETER OF SEFULVEDA PCS
" IASEERS THE GONDITION OF METROPOLITAN'S PRESTRESSED CONCRETE GYI.INDER PIPE
ASSESS THE GONDITIONS OF METS
AULD VALLEY CONTROL STRUCTURE AREA FAGILITIES
AUTOMATED RESERVOIR WATER QUALITY MONITORING
IAUTOMATIC METER READING S8YSTEM- RTU UPGRADE FHASE 2
AUTOMATIC METER READING SYSTEM UPGRADE
ALTOMATION COMMUNICATIONUPGRADE
AUTOMATION DOGUMENTATION SURVEY FA
. |BAR BT- ENHANCED AREA VEHICLE TESTING
BATTERY MONTTORING SYSTEM FOR AUTOMATIC METER READING SYSTEM
BLAGK METAL MAUNYATN ELECTRICAL TRANGEORMER
BOX SPRINGS FEEDER BROKEN BACK REPAIR
BOX SPRINGS FEEDER BROKEN BACK REPAIR PHASE]
BQX SFRINGS FEEDER REPAIR- PHASEN | .
BUDGET ADJUSTMENT
. |cAD CRANE INGTALLATION AT 1C-88 BUBIFING PLANT
CALABASAS FEEDER CARBON FIBER /BROKEN BACK REPAIR
CALABASAS FEEDER INTERFERENCE MITIGATION
QAPITAL PROGRAM FOR PROIECTS GOSTING LESS THAN $250,000 FOR F‘fzomlﬂ
OAFITAL PROJELTS COSTING LESS THAN $250,000 FOR FY2008-08
[CASA LOMA AND AN DIEGQ CANAL LINING §TUDY ~PART 2
CATHOOIC: PROTECTIDN S5YSTEM UPGRADES
CCP-PHABE 2 CONSTRUCTION _
CDSRP - DISCHARGE ELIMINATION : .-
CDSRP - ENTRAINED AIR N UPPER FEEDER PIFELINE STUDY
CDSRP - SEPULVEDA FEEDER REPAIRS

CDSRP - SEPULVEDA TANKS REGOATING
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TABLE 3

TONVEYANCE AND DISTRISUTION SYSTEM BENEFITS

Doaoriplion
Dls| ; (=]
GENTRAL POOL AUGMENTATION < TUNNEL AND PIFELINE & RIGHT-OF-WAY ACQUISTTION
CENTRAL POOL AUGMENTATIGN AND WATER QUALITY PROJECT (CPAWOP)
GHEMICAL INVENTORY-AND USAGE REWRITE AND ELECTRICAL. SYSTEM LOG
CHEMICAL UNLDADING FACILITY RETROFIT
CHEVALIER FALCON MILLING MACHINE
COASTAL JUNCTION REVERSE FLOW BYPASS . .
GOMMUNIGATIONS STRUCTURE ALARM MONITORING . . ,
v COMPREHENSIVE INFORMATION SECURITY ASSESSMENT PHASE It -
. GONSW(‘.‘HON FHAEE 2
CONTRAGT & LITIGATION TASKS -commcr# 129 .
CONTROL: SYSTEM DATA STORAGE AND REPORTING
GONTROL 8YSTEM DRAWING & DOGUMENTATION UPDATE
CONTROL SYSTEM ENHANCEMENT PROGRAM (CSEP)-DIGITAL smnsrmnummmnou
CONTROL SYSTEMS AUTOMATION COMMUNIGATION UPGRADE
CONTROLS COMMUNICATIONS FRAME REUAY CONVERSION~ APPROPRIATED ]
CONVERSION OF DEFORMATION SURVEY MONITORING AT GENE WASH, GORPER BASIN, ARD DIEMER HASIN 8
CONVEYANGE AND DISTRIBUTION SYSTEM REJMBIUTAT!ONPROGRAM {ChSRP}- CLRRENI'DRAIN STATIONS
COPPER BASIN ICS
COPPER BASIN SEWER SYSTEM )
CORROSION MATERIALS TESTING FAGILITY SCADA UPGRADE . .
] COVINA PRESSURECONTROL FAGHITY '
! COYOTE GREEK NORTHERN PERIMETER LANDSCAP!NG - ] i
' : CPAPIPELINE & TURNEL ALIGNMENTY
j CPA PIPELINE A TUNNET, ALIGNMENT ~ NON FUNDED PORTION .
i . - |cRAPPELINE & TUNNEL ALIGNMENT™ STUDY . )
' CPAWATER TREATMENT FLANT - NON FUNDED PORTION : .
- GPA WATER TREATMENT FLANT - RIGHT OF WAY - FHASE 2 ST .
A WATER TREATMENT PLANT « STUDY
CPAWQP - PHASE 2 ) :
CPAWG - STUDY AND LAND ACOUISITION - GONTINGENGY _ T , /
CPAWQP - 8TUDY AND LAND ACQUISITION - FIPELINE & TUNNEL ALIGNMENT-STUDY .
GPAWQP - STUDY AND LAND AGQUISITION - RIGHT-OF WAY-ACQUISTTION
GRAWQP - STUDY AND LAND AGQUISTRON - WATER TREATMENT PLANT - RIGHT DF WAY - PHASE 2
1 - |CRAWQP - STUDY AND LAND ACQUISITION - WATER TREATMENT PLANT - ETUDY
) CRA GABAZON & POTRERO SHAFT GOVERS
: GRA CONTROL INTEGRATION . . ) i
y CSEP - ELEGTRONIC §YSTEM LOG (Est) o - o . . |
. - C5EP - ENERGY MANAGEMENT SYSTEM PHASE i o . . . '
GSEP - ENHANCED DISTRIBUTION SYSTEM CONTROL PROJECT ~ :
CSER < IMPLEMENTATION
CSEP - OFERATIONS & BUSINEES nm INTEGRATION PRLOT
GSEP - PLANT INFLUENT REDUNDANT FLOW METERING ANO SELITIING
- {CSEP -PLG PHASE 2 LIFE-GYCLE REPLACEMENT
| : CSEP - FLG STANDARDHZATION
D _ GSEP - PLG STANDARDIZATION PHASE |!
! -|CSEP - POWER MANAGEMENT SYSTEM
CSEP - WATER PLANNING AFPLIGATION
GSEF MPLEMENTATION
. [CSEP- SMART OPS (FORMERLY REAL TIME OPERATIONS SIMULATION) o . .

CURRENT DRAIN STATIONS
DAM REHABILITATION & SAFETY IMPROVEMENTS ST, JOHN'S CANYON GHANNEL EROSIDN MTIGATION
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TABLE 3

GONVEYANCE AND DISTRIBUTION SYSTEM BENEF{TS

Dasoriptlon

My . .
PANBY TOWER FOUNDATION INVESTIRATION AND SHORT TERM ITIGATION . | S
DEDDERA FOS PAVEMENT UPGRADE & BETIERMENT .

DESERT-BRANCH PUMP PLANT AUXILIARY {STATION SERVIGE)

DESERT BRANCH, PURCHASE & INSTALL 5 PORT VIDEQ CONFERENCING

DESERT FAGILITIES DOMESTIC WATER GAG SYSTEM INSTALLATION

DESERT HIGH YOLTAGE TRANSMISSION TOWERS - REPLAGE caPPER GRDUND WIRES oN

DETAIL SEISWIG EVALUATION OF WATER STORAGE TANK .

DFP - ELIMINATE BACKUP GENERATOR TIE-BUS & INSTALL MANUAL TRANSFER SWITCH FOR Cﬂﬂ.DRINE SCRUBBER

. |DIEMER AREA & PLANT - REPLAGEMENT OF AREA GONTROY, SYSTEMS

DIEMER FILTRATION PLANT - AIR COMPRESSORS REPLACEMENT
DIEMER FILTRATION PLANT - ASPHALT
DIEMER FILTRATION PLANT - ASPHALT ROAD REPAIRS

- |DIEMER FILTRATION PLANT - EMERGENGY POWER FEED

DIEMER FILTRAYION PLANT - NGRTH €TORM DRAIN REPLAGEMENT
DIEMER FILTRATION PLANT ~ ON-LINE TURRIDITY

DIEMER FILTRATION PLANT - SLOPE REPAIR

DIEMER FILTRATION PLANT - SLUDGE DEWATERINGDISPOSAL STUDY

OJEMER FIITRATION PLANT ~ SUUDGE LINE & STORM

DIEMER FILTRATION PLANT - USER WASHWATER RETURN PUMP CHECK VALVES UPGRADE

_JWEMER FILTRATION PLANT - WASTE WATER DISCHARGE SYSTEM 7

DISCHARGE ELIMINATION

DISTRIBUTION SYSTEM - STANDPIPE STRENGIHENING PRDGRAM

DISTRIBUTION 8YSTEM - STATIONARY CORROSION REFERENCE

DISTRIBUTION SYSTEM GONTROL & EQUIP UPGRADE - ENHANGED DisTRIB, SYSTEM AUTOMATICN PHASE 1
DISTRIBUTION SYSTEM EQUIPMENT & INSTRUMENTATION UPGRADES

DISTRIBUTION SYSTEM REHABILITATION PROGRAM - ASSESS THE STATE OF MWE'S DISTRIBUTION SYSTEM
DISTRIBUTION SYSTEM REPLACEMENT OF AREA CONTROL SYSTEMS - WILLOWGLEN RTUS ADMINISTRATION

[STRIBUTION 6YSTEM REPLAGEMENT OF AREA GONTROL SYSTEMS {DSRACS)

DISTRICT WIDE - ENHANGEDR VAPOR RECOVERY PHASE 2 GASOLINE DISPFENSING

DSRACS - OPERATIONS CONTROL GENTER - oommcﬂﬂ:sss

DSRACS - BKINNER AREA .

DSRAGS = SOFTWARE DEVELOPMENT COST

DSRACS - WEYMOUTH

DVL & GONTROL SYSTEM REPLAGEMENT INVESTIGATION & PREFARATION FOR PRELIMINARY DESIGN

EAGLE EQUIFMENT WASH AREA UPGRADE _ .

JEAGLE ROOK ; ASPHALT REHABILITATION

EAGLE ROCK ~ FIRE PROTECTION AT THE WESTERN AREA OF THE EAGLE ROCK GONTROL CENTER PERIMETER GROUNDS
EAGLE ROCK LATERAL, INTERCONNEGTION REPAIR .
EAGLE ROGK MAIN BUILDING ROUF REPLAGEMENT - STUDY
EAGLE ROCK QCG- REHAB CONTROL ROOM .
EAGLE ROCK OPERATIONS CONTROL GENTER : )
EAGLE ROCK RESIDENGE CONVERBION ’

EAGLE RQCK TGWER SUDEGATE REHABILITATION

EAST INFLUENT CHANNEL RERAIR FROJEGT

EAST CRANGE GOUNTY FEEDER #2 REPAIR

EASTERN AND DESERT REGIONS PLUMBING RETROFIT

E-BSCOVERY STORAGE MANAGEMENT SYSTEM URGRARE

ELECTRONIG SYETEM LOG (ESL)

ENERGY MANAGEMENT SYSTEM - PHASE 2

ENHANCED DISTRIBUTION SYSTEM AUTOMATION PHASE

. |ENHANCED DISTRIBUTION SYSTEM AUTOMATION PHASE 1l

EQUIPMENT UPGRADE AT THE NORTH PORTAL OF THE HOLLYWOOR TUNNEL
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[Douaription

Distribistion Facllives feaptinues
ETIWANDA / RIALTO PIPELINE INTER—‘HE GATHODIC PROTECTION : .

| . ETWVANDA CAVITATION TEST FACILITY COMMUMGRTION AND GONTROL SYSTEM REPLACEMEVI‘
ETIWANDA HEP NEEDLE VALVE OPERATORS -
ETIWANDA PIFELINE AND CONTROL FACILITY - RIGHT OFWAY
‘ ETIWANOA PIPELINE AND CONTROL FADILITY - AS BUILTS
i ) ETIWANDA PIPELINE AND CONTROL FAGILITY - CATHODIC PROTEGTION :
ETIWANDA PIPELINE AND CONTROL FAGILITY - EMERGENGY QISGHARGE CONDUITS .
! . ETIWANDA PIPELINE AND CONTROL FAGIITY - LANDSGAPING AND IRRIGATION . .
' [ErwaNDA PIPELINE AND CONTROL FAGILITY - RESIDENGES . .
’ ETIWANDA PIPELINE AND CONTROL FAGILITY - RIAL'TO FEEDER TOY URPER PIPELINE
) . ETIWANDA RESERVOIR - EXTEND OUTLET STRUGTURE
i . . FACILITY AND PROCESS RELIABILITY ASSESSMENT
FILTER ISOLATION GATE AND BACKWASH CONTROL WEIR COVERS MODULES 1- 8
FLOWMETER MODIFICATION - LAKE SKINNER INLET, EnWANDA EFFLUENT & WADSWORTH GROSS CHANNEL
FOOTHILL FEEDER ADEN AVE, REHABILITATION
FOOTHILL FEEDER SARBON FIEER REPAIR : i
FOOTHILL FEEDER CATHODIC PROTECTION :
FOOYHILL FEEDER POWER PLANT EXPANSION
FOOTHILL FEEDER REPAIR @ SANTA CLARITA RIVER
FDOTHILL HYDROELECTRIC RUNNER REPLACEMENT
FOOTHILL PCE - UNINTERRUPTIBLE POWER SOURCE SYSTEMS INSTALLATDN
FOUTHILL PCS FLOOD PUMP INSTALLATION DESIGN DOCLMENTATION
.? . FOOTHILL PCS INTERNAL VALVE LINERS UPGRADE .
‘ FUTURE SYSTEM REUABILITY PROGRAM :

' GARVEY RESERVOIR - HYPOCHLORITE FEEDSYSTEM
! GARVEY RESERVOIR « INSTALL HYPRCHLORINATION STATIONS
| |GARVEY REBERVOIR « LOWER ACCESS PAVING ROAD & DRAINS
BARVEY REBERVDIR HYPOCLORITE FEED SYSTEM © -
- GENE'S IRON POO(S
; GENE AIR CONDITIONING $YSTEM REPLACEMENT
| " |GENE MESS HALL AIR CONDITIONING UNIT -
IGENE SPARE PARTS WAREHOUSE IMPROVEMENTS
&L ENDALE 01 SERVICE CONNECTION REHAR
‘ GREG AVE PCS FACILITY REHABILITATION . .
GREG AVENUE CONTRO), STRUGTURE VALVE REPLACEMENT :
GREG AVENLIE PCS CONTROL BUILDING INTERIOR REHABILITATION
HINDS GARAGE ASBESTOS SHEETING REFLACEMENT :
7 |HYDROELECTRIC PLANT CARBON DIGXIDE (CO2) FIRE supmzssmu SYSTEM MODIFICATIONS
|AB PROVECTS - CPA .
IAS PROJECTE - DYL-SKINNER .
; IAS PROJECTS » MILLS SUPPLY RELIABILITY
INLAND PCSUST REMOVAL & AST INSTALLATION
INSTALL MOTION SENSORS IN NEW EXPANSION .
{} . INSTALL TEST LEADS ATFOUR LOCATIONS
INSLLATIDN JOINT TEST STATIONS
IRON MQUNTAIN - TRANSFORMER QIL TANK RELOGATION
JENSEN DISTRIBUTION 6YSTEM - REPLACEMENT GF AREA CONTROL SYSTEMS - CONTRAGT # 1395
JENSEN FILTRATION PLANT - AUTOMATION OF EXISTING WASHWATER/SLUDGE PROCESSING
{JENSEN FILTRATION PLANT - EJECTDR NOISE ABATEMENT

1
!
|
;
4

.

f
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CONVEYANGE AND DISTRIBUTION SYSTEM HBENEFTTS

Dossiiption

JENSEN FILTRATION PLANT - FIRE B8YSTEM FOR NAOCI SYSTEM )

JJENSEN FILTRATION PLANT - FIRE WATER LOOP PRESEURE UPGRADE - ' o

- JENSEN FILTRATION PLANT + ICC ASBESTOS ARATEMENT . '

’ JENSEN FILTRATION PLANT « INSTALL INFLLIENT SCUPPER GATES

JENSEN FILTRATION PLANT - MODIFICATIONS AT WASHWATER moonnscnon

JENSEN FILTRATION FLANT - PRESSURE INDICATION AT COQLING WATER PUMPE

JENSEN FILTRATION PLANT - RELOCATE AMMONIA : 8

: . JENSEN FILTRATION PLANT - REPLACE ADMINISTRATION BUILDING AIR CONDITIONING .

i : - JENSEN FILTRATION PLANT - RDAD REGGNSTRUGTION'

‘ JENSEN FILTRATION PLANT - SANDBLASTING BODTH PURGHASE & INSTALLATION

JENSEN FILTRATION PLANT - TRAVELING BRIDGE RETROFIT MODULE 2 & 3 .

MENSEN FILTRATION PLANT - WTP PROTECTION BOLLARDS .

LA VERNE FACILITIES « BRIDGEPORT E-2-PATH

LA VERNE FACILITIES - ENERGY CONSERVATION ECMt - 10

LA VERNE FACILITIES - EXPANSION OF THE SANITARY SEWER

LA VERNE FACILIIES - HAZARDOUS WASTE STORAGE

LA VERNE FACILITIES - MAIN TRANSFORMERS REFLACEMENT

. |LAVERNE FAGILITIES - MATERIALS TESTING LAHORATORY

~ . LA VERNE FACILITIES « REFLACEMENT OF FLOCCULATOR STUB SHAFT - BASING 122

LA VERNE MACHINE SHOP « AR CONDITIONING LINIT REPLACEMENT

LA VERNE MACHINE SHOP - REPAR HORIZONTAL BORING MiLL,

LA35 DISCHARGE STRUCTUREREPAIRS -

| LAKE MATHEWS - CONSTRUGTION OF BACKUP COMPUTER FACILmEs .

‘ - LAKE MATHEWS - DIVERSION TUNNEL WALKWAYREFAIR - . '

] * JLAKE MATHEWS - FACILITY WIDE EMERGENCY WARNING AND PAGING SYSTEM . [

! LAKE MATHEWS - FOREBAY MCC ROOF IMPROVEMENT . ’

. ke m‘lHEWS MAIN DAM TOE SEEPAGE COLLEGTION

LAKE MATHEWS - MULTIFLE SPECIES MANAGER'S OFFIGE & RESIPENCE

LAKE MATHEWS - RENOVATION OF BLDGS, 8 & 15, GENERAL ASSEMBLY & ADMIN, BLDG, OFFICE AREAS

; . LAKE MATHEW'S - RETROFIT LOWER ENTRANCE GATE BWING ARM

} : LAKE MATHEWS FOREBAY MCC ROOF IMPROVEMENT . . ) :

LAKE MATHEWS MAIN DAM TOE SEEPAGE COLLECTION '

LAKE MATHEWS RETROFIT LOWER ENTRANCEGATESMNGARM

LAKE PERRIS BYPASS PIPELINE EXPLORATION

LAKGE PERRIS EMERGENCY STANDSY GENERATOR AND TRANSFER SWITGH REPLAGEMENT - -

LAKE SKINNER - AERATOR AIR COMPRESSOR REPLACEMENT - .

o LAKE SKINNER - OUTLET TOWER VALVE REHARILITAVIGN ’ : :

LAKE SKINNER - REFLACEMENT AERATOR RING

LAKE SKINNER AERATOR AIR GOMPRESSOR REPLACEMENT

LAKE SKINNER EAST BYPASS SCREENING STRUCTURES

: - - |LAKE SIKINNER WESTBYPASS SCREENING STRUCTURE

: - . T . [LAKEVIEW PIPELINE - REPLACE VACUUMAIR RELEASE

+ JLAKEVIEW PIPELINE GATHODIC PROTEGTION SYSTEM

LOWER FEEDER - CATHDDIC FROTECTION

LOWER FEEDER WR 38 - AREA REPAIR AND REMEDJATION

MAGAZINE CANYON DANCRY

* IMAGAZINE CANYONISOLATION GATE JACKING FRAME
MAPES LAND ACQUISTIDN

] . MICROWAVE COMMUNICATION SITES BUILDING UPGRADE

] : MIDDLE CROSS FEEDER CATHODIC PROTECTION

! MIDDLE FEEDER - CATHODIC PROTECTION SYSTEMS

] {MIDDLE FEEDER - NORTH CATHODIC PROTECTION SYSTEM
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Daseription

' iDistripution s feontipus

MIDDLE FEEDER NORTH CATHODIC PROTEGTION SYSTEM

MILLS COMBINED FILTER EFFLUENT MIXING BAFELE WALL RETROFT

MILLS FILTRATION PLANT - ADMINIETRATION BUILDING INSTALL

MILLS FILTRATION PLANT - CONSTRUCT V. DiTCH

MILLS FILTRATION PLANT - INFLUENT CONTROL STRUGTURE LADDER UPGRADE

MILLS FILTRATION PLANT - INVESTIGATION T RELOCATE AGCESS ROAD

MILLS FILTRATION PLANT - MAINTENANCE GENTER BACKUP GENERATOR RELOCATION -
MILLS FILTRATION PLANT - REPLACEMENT OF AREA CONTROL EYSTEMS
- |MINOR CAR 08/08 FLAGEHOLDER .

MINOR CAPITAL PROJECTS FROGRAM 07/08 - REMANNG HJms
MWD ROAD GUARDRAIL -

MTROGEN STORAGE ETUDY

NORTH PORTAL OF HOLLYWOQD TUNNEL -

NORTH REACH GONGTRUGTION/ INSPEGTION/ M

NORTH REACH CONSTRUCTION/ASBUILT

NORTH REACH ENVIRONMENTAL - CONSTRUCTION .

NORTH REACH FINAL DESIGN & ADVINTP

NORTH REACH POST DESIGN / ASBIALT

NQRTH REACH PRDGRAM MANAGEMENT - CONSTRUGTION

QAK T, PGS ROOF REPLACEMENT

O 44 SERVICE CONNECTIONS & EQC#2 METER AGCESS ROAD REHAB
0 FEEDER STA 1820+78 BLOWOFT STRUCTURE & RIF-RAP REPAIRS .
OC-71 FLOW.GONTROL FACILITY N
0C-88 - SECURITY FENCING AT PUMR PLANT .

0G-88 EMERGENGY STANDBY GENERATOR UPGRADE STUDY

0C-88 FUMP FLANT AIR COMPRESSOR UPGRADE

OLINDA PRESSURE CONTROL STRUGTURE N

ON-CALL RESOURCES MANAGEMENT APPLICATION ’

OPERATIONS CONTROL CENTER AT EAGLE ROCK L.
OPERATIONS SCOPING STUDY ' :
QRANGE GOUNTY - 88 PUMP PLANT AIR COMPRESSOR UPGRADE

ORANGE GOUNTY- 88 SECURITY FENCING AT PUMF PLANT

"|oRANGE COUNTY FEEDER INSPEGTION .

ORANGE GOUNTY FEEDER INTERNAL INSPECTION STUDY

ORANGE COUNTY FEEDER PRESSURE CONTROL STRUGTURES

ORANGE COUNTY FEEDER SCHEDULE S7SC CATHODIC PROTECTION

ORANGE COUNTY FEEDER 5TA 1920478 BLOWOFF STRUCTURE & RIP-RAP REPAIRS

ORANGE COUNTY RESERVOIR - INSTALL HYPOGHLORINATION STATIONS

. |ORANGE COUNTY RESERVOIF - PIEZOMETERS & SEEPAGE MONTTORING AUTOMATION
COUIDATION DEMONSTRATION FLANT CONTROL SYSTEM REPLACEMENT .

PALOS ALTOS FEEDER - 10BTH ST,

PALOS VERDES FEEDER PGS « VALVE REPLACEMENT

PALOS VERDES RESERVOIR - INSTALL HYPOGHLORINATION STATIONS

PC-1 EFFLUENT OFEN CHANNEL TRASH RACK

PC-t EFFLUENT QPEN CHANNEL TRASH RACK PROJECT

PERIMETER FENCING AT PLACERITA CREEK :

PERMANENT LEAK DETECTION/PIPELINE MONITORING 5YSTEM

PERRIS PCS -UNNTERRUFTIBLE PGWER SOURCE SYSTEMS msvmnon

PERRIS PCS ROOF REHAR

PERRIS PUMPBACK COVER: )

PERRIS VALLEY PIPELINE - DESIGN-BUILD (EMWD) o7 . -
PERRIS VALLEY PIPELINE - GENERAL -

.
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PERRIS VALLEY PIPELINE - NORTH REAGH

PERRIS VALLEY PPELINE - REGERVED FOR STAGE I DESIGN/BUILD

PERRIS VALLEY PIPELINE - SDUTH REACH

PERRIS VALLEY PIPELINE - &TUBY

PERRIS VALLEY PIPELINE - TIE-IN (WANIWD)

PERRIS VALLEY PIPELINE - VALVES . . .
PERRIS VALLEY PIPELINE DESIGN-BUILD (EMWD) i .
PERRIS VALLEY PIPELINE NORTH REACH

PERRIS VALLEY PIPELINE SOUTH REACH

PERRIS VALLEY PIPELINE TIE-IN (WAMWD)

PERRIS VALLEY PIPELINE VALVES .

[PLACENTIA RAILRDAD LOWERING PROJECT

PLAGERITA CREEK PERIMETER FENGING

PLANT INFLUENT REDUNDANT FLOW METERING AND SPLITHNG
PRESTRESSED CONCRETE GYUNDER PIPE -PHASE 2
PRESTRESSED CONORETE GYLINDER PIPE -FHASE 3.
PUDDINGSTONE SPILLWAY CRDSS CONNECTION

RED MOUNYAIN HEP FLOOD DAMAGE

RER MTH COMM. TOWER & METER STRUCTURE

* IRELOCATION OF ORANGE COUNTY FEEDER

RELOCATIOM OF PORTION OF QRANGE COUNTY FEEDER (MWD'S SHARE)

REMAINING PORTIDNS
REPAIRS TD THE LA-35 DISCHARGE BTRUCTURE

' REFLAcezFrREaquEsm:measvsrm

REPLAGE GOMUNICATION LINE TO THE SAN GABRIEL CONTROL TOWER

REPLAGE COPPER GROUNDWIRES DN DESERT HIGH VOLTAGE TRANSMIGEION TOWERS
REFLAGE VALVE POSITION INDICATORS :

RIALTO FEEDER BROKEN BAGK REPAIR

RIALTO FEEDER VALVE STRUCTURE

+ [RIALTI FEEDER, REPAIRS AT SELECT LOGATIONS, STUDY

RIALTO PIPELINE - CONSTRUCTION FHASE 1

RIALTO FIPELINE « CONSTRUCTION PHABE 2

RIALTO PIFELINE IMPROVEMENTS

RIALTO FIPELINE IMPROVEMENTS - CONSTRUGTION

RIALTO PIRELINE IMPROVEMENTS - CONSTRUGTION PHASE IIF

RIALTO PIPELINE IPROVEMENTS - DESIGN PHASE 2 ' L
TO FIPELINE MPROVEMENTS - UESIGNPHASES

" |RIALTO PIPELINE REPAIRS AT STATION 3198+44 -

ROBERT B, DIEMER FILTRATION BLANT - LAND AOQUISl‘ﬂDN
ROOF REPLACEMENT AT SOTO &T, FACILITY

SAN OIEGO CANAL - REPLACE SODIUM BlsULFATETANK
SAN OIEGD CANAL - SEEPAGE STUDY
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Dogription

|SAN DIEGD GANAL EEEPAGE STUDY .
SAN DIEGO CANAL WEST BYPASS TRASBH RACK
SAN OIEGO PIPELINE #4 VALVE REPLACEMENT

SAN DIEGO PIPELINE NO. 6 - FIVERSIDE BRANGH - ETWANDA FACILITYAYROP INLET STRUGTURE
SAN DIEGO PIPELINE NO, 6 - RIVERSIDE BRANGH - PLEA SANT PEAK, GOMMUNIGATIONS

SAN DIEGO PIPELINE NO, 6 - RIVERSIDE TUNNEL, CONSTRUGTION -AS BUILY

SAN DIEGO PIPELINE NO. & - RIVERSIDE TUNNEL GOSTOF RIGHT OF WAY (OPTIONAL PORTAL SITE)
SAN DIEGO PIPELINE NO. 6 - RIVERSIDE TUNNEL ENVIRONMENTAL COMSTRUGTION

DIEGO PIPELINE NG, 6 - RIVERSIDE TUNNEL E‘JWROWENTALPRE.MNARYDES!GN

AN DIEGD PIPELINE NO. 6 - RIVERSIDE TUNNEL PRELIMINARY DESIGN

SAN DIEGO PIPEUINE N, 8 - RIVERSIDE TUNNEL PROGRAM MANAGEMENT

SAN DIEGO PIPELINE NO. 8~ RIVERSIDE TUNNEL RIGHT OF WAYPRELWMRYDESIGN

SAN DIEGD PIPELINE NO. § - GONTRACT NO.1 SAN DIEGO CANAL TO MOUNT OLYMPUS

AN DIEGO PIPELINE NO, 8- CONTRACT NO.2 MOUNT OLYMPUS TUNNEL A PORTALS

SAN DIEGO PIPELINE NG, & - NDRTH REACH CONSTRUGTION - AS BURLT

SAN DIEGO PIFEUNE NO, 6 - NORTH REACH ENVIRONMENTAL. - GONSTRUGTION

SAN DIEGD PIPELING ND, 8 - NORTH REACH ENVIRONMENTAL PRELIMINARY DESIGN

SAN DIEGD PIPELINE N1 8~ NORTH REACH FINAL DESIGN & ADVINT -

SAN DIEGD PIPELINE NO. 6 - NORTH REACH POST DESIGN

DIERO PIPELINE NO. 6 - NDRTH REAGH FRELIMINARY DESIGN

[SAN DIEGD PIPELINE NO. 6 - NORTHREACH PROGRAM MANAGEMENT - GONSTRUCGTION -

SAN DIEGO PIPELINE ND, 6 - NORTH REAGH RIGHT OF WAY PRELIMINARY DESIGN
9AN DIEGO PIPEUNE NO. 6 - NORTHERN PIPELINE COST OF RIGHT OF WAY -

SAN DIEGO PIPELINE NO. & - NORTHERN REACH ENVIRDNMENTAL FINAL DESIGN
SAN DIEGO PIPELINE NO. G - PIPELINE/TUNNEL STUDY-DESIGN

SAN DIEGO PIPELINE ND. § - PIPELINE/TUNNEL STUDY - ENVIRONMENTAL -
SAN DIEGO PIPELINE NO. & - PIFELINE/TUNNEL STUDY - PROJECT MAMAGEMENT
SAN DIEGO PIPELINE NO. 8 - FIPELINETUNNEL STUDY ~ RIGHT DF WAY
SAN DIEGD PIPELINE NO, 6§ - PROJEGT MANAGEMENT

'SAN DIEGO PIPELINE NO, B - RIGHT OF WAY

* |SAN DIEGO PIPELINE ND. £ - SOUTH REAGH » PROGRAM MANAGEMENT
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I -
'SAN DIMAS HEP BATTERY BANK AND GENERATOR BREAKER .
SAN DIMAS PGS » UNINTERRUPTIBLE FOWER SOURCE BYSTEMS INSTALLATION
SAN FRANGISQUITO PIPELINE BLOW OFF STRUGTURE, STA 287470, ACCESS ROAD oonsmwnon
SAN GABRIEL TOWER SLIDE GATE REHABILITATION

BAN JOAQUIN RESERVOIR, INSTALL BULKHEAD

SANTA ANA RIVER BRIDBE 8EISMIC RETRQFT

SANTA MONICA FEEDER RELOGATION

ANTA MONICA FEEDER STATION 495+10 REHABILITATION -
+|[SANTIAGO LATERAL REPCACE MQTUR - OPERATED VALVE

ISANTIAGO LATERAL STA 216+ BUTTERFLY VALVE REPLAGEMENT
SANTIAGO TOWER ACCESS ROAD IMPROVEMENT

SCADA SYSTEM HARDWARE UPGRADE -

SCADA SYSTEM NT SOFTWARE UPGRADE

'SECOND LOWER & SEPULVEDA FEEDERS SCl DRAIN STATIONS

SECOND LOWER CRUSS FEEDER - VALVE PROCUREMENT

SECOND LOWER CROSS FEEDER CONSTRUCTION

SECOND LOWER CRDSS FEEDER FINALDESIGN | .
SECOND LOWER FEEDER - INSTALL LINER )

SECOND LOWER FEEUER GURRENT MITIGATION nEr-'uRmsnMEm

SECOND LOWER FEEDER PCCP REPAIRS

SELECTED PRESSURE REPLACE VALVE POSITION INDICATORS

SEPULVEDA FEEDER GORROSIONIIM‘ERFERENCE Mme/mON STATION asmu TO 1170400
'SEPULVEDA FEEDER REPAIRS AT 3 SITES

SEFULVEDA FEEDER STATION 2002402 T 2273+28 STRAY GURRENT INTERFERENCE MITIGATION |
SEPULVEDA FEEDER STRAY CURRENT MITIGATION REHJRBIEHMENT

SEFULVEDA PGS - PERIMETER ASPHALT REPAIRS -

SERVICE CONNECTION'LV-0t UPGRADES

SIMULATION AND MODELING APPLICATION FUR REAL TIME OPERATIONS SMART OPS
SKINNER BRANCH--AIR INJEGTION MOUDIFICATIONS TO RED MOUNTAIN POWER H.ANI’
SKINNER BRANCH- CASA LOMA CANAL -

BKINNER BRANGH - CATWALK FOR TRAVELING MAINTENANGE BRIDGE FOR
EKINNER BRANCH - FABRICATE & REPLACE THE STEMS, NUTS & KEYS
'SKINNER BRANCH > REPAIR MODULE  AND 2 FLOGCULATORS nmusss
SKINNER DISTRIBUTIQN SYSTEM - CONTRACT # 1396~

SKINNER FILTRATION PLANT - CHLORINE MASS FLOW METERS

SKINNER FILTRATION PLANT - EFFLUENT WATER QUALITY BLDG

SKINNER FILTRATION PLANT-'E}EVATED SLAB iN SERVICEBLDG 1
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SKINNER FILTRATION PLANT - FERRIC CHLORIDE RETROFIT

SKRYNER FILTRATION PLANT - INSULATING FLANGER AT PLANT 1 BUTTERFLY VALVES
SKINNER FILTRATION FLANT - LOADING RAMPS AT AND PC-1

SKINNER FILTRATION PLANT - MODULES { & 2 TRAVELING BRIDGES SOLIDS PUMPS
ISKINNER FILTRATION PLANT - ONLINE FILTER PROGESS

SKINNER FILYRATION PLANT~ PERIMETER FENGING

SKINNER FILTRATION PLANT - REPLAGE AR COMPRESSOR

SKINNER FIETRATIGN PLANT - REPLACEMENT FOR WETGELL BATTERY AND INVERTER
SKINNER FILTRATION PLANT - REPLACEMENT OF AREA CONTROL SYSTEMS - . .
SKINNER FILTRATION PLANT - SAMPLE LINE FOR INFLUENT CONDUIT ¥ 2 - : .
SGNNER FILTRATION PLANT - SCADA SERVERS RELOCATION - ‘ Tn
SIGINNER FLTRATION PLANT - THIGKENERS PUMPS REPLAGEMENT
BKINNER FILTRATICHN PLANT SEISMIC

SKINNER INSULATING FLANGES AT PLANT 4 BUTTERFLY VALVES
SKINNER REPLAGEMENT FOR WETGELL BATTERY AND INVERTER
SKINNER SCADA SERVERS RELOCATION .
SKINNER SOLIDS HANDLING 5YSTEM CONVEYOR ACCESS STAIRS ’ .
SKINNER WTP PERIMETER FENCING N ..

EMART-OPS (FORMERLY RTOS)
SOTO STREET FACILITY -BULDING SEISMIC UPGRADE

SGUTH REACH ENVIRGNMENTAL - rumaauwpnormmn
SQUTH REACH FEASIBILITY §TUDY

SQUTH REACH FROJECT mmsmmmnmamwmmmzu
SOUTH REACH RIGHT OF WAY - FUTURE/UNAPEROPRIATED
SPECIAL SERVICE BRANCH - REPLACE PLATE BENDING

ST. JOHN'S CANYON GHANNEL ERQSION MITIGATION

SYSTEM RELIABILTY PROGRAM :
TREATED WATER CROSS CONNECTION PREVENTION - FINAL DESIEN & CONSTRUCTION

TREATED WATER CROSS CONNECTION PREVENTION - UNFUNGED WORK

TWO-WAY RADIO ENHANCEMENT - EMERGENGY SERVICES, FIRE CONTROL. EVAGUATION & BLDG. MAINT.

TWG-WAY RADIO ENHANCEMENT FOR EMERGENGY SERVIGES, FIRE GONTROL, EVACUATION AND BLDG. MAINTENANCE
UNDER GROUND STORAGE TANK DISPENSER SPILL CONTAINMENT & REMEDIATION

UPGRADE SUNSET GARAGE

UPPER FEEDER - SANTA ANA RIVER BRIDGE REPAIRS

UPPER-FEEDER GATE REHABILITATION

UPPER FEEDER SANTA ANA RIVER DISCHARGE PAD

UPPER FEEDER SERVICE CONNECTIONS UPGRADES

|uPs SYSTEMS INSTALLATION AT FQOTHILL PCS

UPS SYSTEMS INSTALLATION AT PERRIS CONTROL STRUCTURE

UPS SYSTEMS INSTALLATION AT EAN DIMAS PGS

UTILITY BUSINESS ARCHITECTURE (OBJEGT MAPPING/MODELING) ‘

VALLEY & LOS ANGELES DISTRIBUTION VALVE POSITION DISPLAY UPGRADE i

[VALVE PROCUREMENT . .

VIDEO CONFERENGE SYSTEM URGRADE

VIDEOGONFERENGING UPGRADE

WADSWOQRTH PUMPING PLANT CONDUIT REPAIR AND PROTEC’IION

WATER DELIVERY SYSTEM AUTOMATION

Attachment 3, Page 32 of 36
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. TARLE3

CONVEYANCE AND DISTRIBUTION SYSTEM BENEFITS

Descripflon

13}

WATER FLANNING APPLICATION

{WATER QUALITY - REMOTE MONITORING . .
WATER QUALITY LABGRATURY BULIING EXPANSION _ ’ -
WATER QUALITY MONITORING AND EVENT DETEGTION EYSTEM C
WAYER TREATMENT PROGESE OPTIMIZATION

WEST COAST FEEDER - CATHODIC PROTECTION BYSTEMS

WEST VALLEY AREA £TUDV

WESTVALLEY FEEDER NO. { ACGESS ROADS AND STRUGTURES IMPROVEMENTS

WEST VALLEY FEEDER N0, 1 VALVE STRUGTURE MODIFICATIONS

WESTERN REGION PLUMBING RETRORT

. " WEYMOUTH DISTRIBUTION 5YSTEM - REPLACEMENT OF AREA CONTROL SYS'I'F.MS CONTRAGT £1398

WEYMOUTH FILTRATION PLANT - 146" EFFLUENT CONDUIT ROOF REPAIR
WEYMOUTH FILTRATION PLANT (WFF) - AREA CONTROL SYSTEM REFLAGEMENT
WEP - ASPHALT REHARILITATION
WP - BASIN SLUDGE PUMP FLUSHING
WFF - COMPRESBED AlR SYSTEM IMPROVEMENT
[WFP - DOMESTIC WATER PUMP UPGRADE
WFP - DRY POLYMER
WER » EFFLUENT CHLORINE INJECTION
Fi? - LAND ACQUISHTION
[WRP » PURGHASE OF REAL PROPERTY
WFP - REPAIR TO BLDG # 1 .
WEF - REPLAGE ACTUATORS/OFERATORS! MOTORS FOR EFFLUENT VALVE CONVERSION FILTER aa:s 124
WEP - WASHWATER RECLAMATION (WWRP)
[YORBA UINDA FDR 5TA B24+11 PORTAL AGGEES
[YORBA LINDA FEEDER « STA 924449 PORTAL ACCESS”
YORBA LINDA FEEDER BYPASS .

Sub-tolal Distribution fucilities honviits .

Tolel Convoy and Distribution faclitlas banufiix

¥

R

B934 557

120,782,044
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. ) TABLE 4 ' . )
. . FISCAL YEAR 2090/11 ’
: D ESTINATED READ!NESS-TP»SER’VE CHARGE REVENUE
© Rolling Ten- Rollng Yen-
| Yaar Average Year Average
In ' Firm Dalveres timonths @ |Firm Dellvarles Emonthe@| - -
: . . (Acra-Fent) $114 mililon }(Acra-Fest) $32millon | Tota| RTS ;
| . : : FY1938/83 - parysar (7/10- |[FY1999/00 - Charge FY
_- 12110} FY2008/09 201811
i

'. . .
1 L .
a £8,555 2.126802).  71,908] 3.79% |
: 1,830,281 100.00%. ;8. 57,000,000 895,143 . 10.00%

* ¥
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TABLE §
. FISCAL YEAR 2010/41

ESTIMATED STANDBY CHARGE REVENUE

" .Total

Nushber

(1) Estimates per FY2009/10 fappﬂed amounts
(2) Adjusted for incluslon of Goastal MWD

“{Note: . Totals may not foot due to 'mundlng.

Gross
) Parca} Of Parcels Revenues
Member Agencles Charge . OrAcros (Dollars) !
Anahelm $ 855 69,160 $ 591,317
Bevatly Hills - - - -
Burbank . 1420 29,008 411,884
Callagtias MWD a.58 258,791 - 2,460,053
Centrat Basin MWD - 10.44 340,616 3,556,027
Compfon 8.92 - 18,072 181,201
Eastern MWD 6.94 406,562 2,821,638
- {Foothlil MWD -10.28, . 30,447 312,991
- [Fiillerton 1071 34499 - 350,482
Glendale : 12,23 44,704 546,727
Inland Emipire Utllitles Agency 7.59 248,598 1,886,860
- Has Virganas MWD 8.03 58,193 467,287
- |Long Beach 12.16 - 91,825 1,116,597
Los Angeles h : - . T -
Munlcipal Water District of Orange County 2 10.09 . 718,629 7,382,114
Pasadena 1.73 38,636 * 453,200
San Diego County Water Authority 11.61 1,107,331 12,745,382
San Fernando 7.87 5,083 40,005
'1San Marlno 8.24 4,972 40,969
Santa Ana - 7.88 54,182 426,956
Saﬁta Momca - - -~ F
Three Valleys MWD 12.21 151,585 1,860,855
Torranca ' . 42.93 40,491 N 495,206
Uppér San Galilel Valley MWD 9.27 - 211,431 . 1,959,967
West Basin MWD Co. - -
[Western MWD - 923 . 380,013 35,507,520 |
MWD Total 4,340,825 $ 43,604,138
PRy
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. TABLEG
PARCELS SUBJECT TO ANNEXATION STANDBY CHARGES
AS OF JULY 1, 2009 .
. ' ' Propossd Standby Charge
" Annexatlon Parce] Number Acres {FY 2008/10)
Riverside County: ‘ . | I _
Portions of the 41st Frings 910-140-040 1055 o738
fo Westarn MWD __ B10-140-058 " 228 21.04
' " 510.140-059 298] _ 21.04
Eastem MWD — ] )
G6th Fringe Area 556-080-010 3.33 - 73,11
956-090-011 ‘ 2.17 T 15.08
956-090-012 208] . 20,68
P56-000.013 T 3.6 2741
956-000-014 5.25 3644
956-D90-015 32.60 226.25
_ B56-000-016 - 948 . 65.79
T00% Frings Area §10-100-006 17.90 _ 143
. Véntura Counfy: UL . T . ) = :
“Annexation No, 89 "695-0-031-000 - 5725] - 548.45
T T 635-0-031-150 4.01 3842 |/
695-0-031-165 437 41,39
695-0-062-010 060 _ " 958
San Diego Counfy: LT ' ;
Citrus Heights _ . 576:550-01 BT 186,12
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THBE METROPOLITAN WATER DISTRICT
OF SOUTHERN CALIFORNIA

Joo A RESOLUT{ON

. RESOLUTION OF THE BOARD OF DIRECTORS
OF'FHE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA -
- FEXING AND ADOPTING
A CAPACTTY CHARGE
EFFECTIVE JANUARY 1, 2011

-

. WHEREAS, e Board of Dircetors (“Board™) of The Mc(ropohtan ‘Water District of Southem
“Callfornia (* Matmpohtan"), pursuant fo Sections 133, 134 and 134.5 of the Métropalitan Water District Act (the
“Act”), Is authorized to fix such rate or rites for water as will result in revenue which, together with revenue from
any water standby or avilability of servico charge or assessment, will pay the operating exXpenses of
Metropohtan prowde for repairs and maintenarics, provide for payment of the purchase price or other charges for
praperty or services or other rights acquired by Metropohtan and provide for the payment of tha mn:rmt and
principal of its bpnded debt and

WHEREAS the capaclty charge s a fixed fee imposed (on a dollar per cubw~foat—per—seuond
basis) on member agencles on the amount of capacity used by such member agency and is designed to recaver the
cost of providing peaking capacity within the distribution system; and

WHEREAS, on Janitary l 1,2010, the General Manager presentbd to the Busln&ss and Financs

: Commlttee of Metropolitan’s Board his determination of total revenues and of revenues fo be derived from water

sales and firm revenue sources required during the fiscal year be,ginmng in FY 2010/11, and a detailed report
describing each of the rates and charges and the supporting cost of service process, dated December 2009 (the.

- *Report"), that (i) desoribes the rate structure pivcess and design, (3l) shows the costs of major service functions

that Metropolitan provides 1o lts member agencies, (iif) clessifies these servlce functlons costs based on the use of
the Metropolitan system to create a logical nexus between the revenues required from each of the rates and

'charges, and (lv) sets forth the rates and charges nccessazy to defray such costs; and

WHERB.AS on March 8, 2010 the General Manager presented to the Business and Finance

" Committae optlons for fates and charges to be Imposed and determination of total revenues to bs derived from

water sales and firm revenue solirces required during the fiscal year beginning in FY 2010/11; and

. WHEREAS, the Buslness and Finance Commxttae of the Board conduoted a public hearing at its
regular meeting on March 8, 2010, at which interested parties were given thc oppmtmuty to present their views
regarding the propased capacity charge; and

WHEREAS notice of the public hearing was published prior to the hearmg in varions
nchpapers of general circulation' within Metropolitan's service arce; and

[
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- WHEREAS, board workshops regarding the proposed budget and fisture rates and charges were
held on January 26, February 16, and March 23, 2010; and . :

WHEREAS, an updated cost of servics report, dated Aprl 2010 and included i the General

- Manager's socommendation for rates and charges on April 12, 2010, was produced based on the feedback

received from the public comments and the board workshops; and

" WHEREAS, each of the meetings of the Board wers conducted in accordance with the Brown
Act (commencing at Section 54950 of the Govetnitient Code), for which dite notice was provided and at which -

quorums were present and acting throughout; and

: WHEREAS, the ainount of sevenie to be raised by the capacity charge shall be as defermined by
the Boerd and allocation of such charges among member public agencics shall bé in accordancs with the method
established by the Board; and . . ‘ . N

WHEREAS, the capaclty charge Is a charge imposed by Metropolitan upon-its member agencles,
"and is not a fee or charge imposed wpon real property or upon persons as an incid_ept of property ownership; and

WHEREAS, Metropolitan has legal authority to impose the capacity charge as a water rate
pursuant to Sections 133 and 134 of the Mefropolitan Water District Act (the "Act™); and )

WHEREAS, under autherity of Sections 133 and 134 of the Act, the Board has the authority to
fix the rate or rates for water a5 will result in revenue which, tagether with other revenues, will pay Metropolitan's
operating expenses and provide for the payment of other costs, including payment of the Interest and principal of
Metropolitan’s non-tax fanded dgbt; and - - - . Co. .

WI-I.EREAs; the capacity charge s ln_ténde.d to recover the debt service and other appropriatefy- ’
allocated costs to consiruct, operate and maintain projects needed to meet peak demands on Metropolitan’s

“distribution system, as showm in the Report; and

WHEREAS, in the alternative under Section 134.5 of the Metropolitan Water District Act, an

availabiity of servies charge may be collested from the member public agencies within Metropolitan;

NOW, THEREFORE, the Board of Directors of The Metropolitan Water District of Southern
California does hereby resolve, determine and order as follows: ) ’ :

. Section 1. That the Board of ]jirectors of Mctmpoli’tan hereby fixes and adopts a gapacity
charge, a5 described below, to be effetive Janvary 1, 2011, . )

_ - Section 2.- That the capacity chargé shall be In an amount sufficient to provide for payment of the
capital financing costs not.pald from ad valorem property taxes, as well ag operations, maintenance and overhead
costs incirred to provide peaking capacity within Metropolitan®s distcibution system, .

* Section 3. That such capiclty chargé effective January ), 2011 shall be a water rate of $7,200 per

a‘cubic-feet—per—second (set in dollers per cublc-feet-per-second of the peak day capacity) for sapacity provided toa

member agenay.

Section 4. That in the alternative, and without duplication, the oapaclty c‘harga shall be an
availability of service charge pursuant to Section 134,5 ofthe Act, '
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Sectmn 5. Thaton March 8, 2010, the Business and Finance Comrmttee of Metropohtan s Board -
conducted a poblic hearinig at which interestod parties were afforded the apportunity to present their views
regerding the capacity charge in accordance with Section 4304(c) of Metropoliten’s Administrative Code,

Sectxon 6. That this Board ﬁnds and determines that the capacity charge is a reasonable fce fur
use of capaclty of Metropolitan's distribufion system. | -

: Section 7. That the capacity charge shall be a fixed charge ak shown in the following table and

. cuﬂected from each member agency momhly, quarterly or semxanuually as agreed to by Metropolitas and the

member agency,

Table 1. Calendar Year 2011 Capacity Charge

Peak Day Demand (cfs)
{May 1 through September 30) .
Calendar Year -
r : Calendar Year -
) . : .-} 201 Capaclty -
AGENCY 2007 . 2008 - 2008 | 3-Year Peak Cherge
Anahalm 379 36,1 4071 - 407 " $293,040
" |Baverly Hills - 33.9 329 3.0l 33.8 T $244,080
Burbank . 3.7 342 ) 26| | 34.2 $248,240
Calloguas . 280.8 2500] ° 192.8 280.8 $1,877,760
Ceniral Basin 125.9 1027 - 947 1260 - $DDG,480
Compton 7.1 4.8 6.9 S & $61,120; -
Eastein 303.0 2834 | 227.8 303.0 §2,181,600
Foothil 254 215 24.3 254 $182,880
Fullerton * 368.9 ard 314 3r4 $269,280
Glendale - 54.6 55.7 666! = 560 ~ $403,200
Inland Emplra 176.2 126.8 106.4 176.2] $1,268,640
Las Virgenas 46,3 463+ 427 45,3 $328,180
Long Beach , 61.3 68.1 67.2 68.1] §490,320
Los Angeles 768.6 821.9 698.2] . B821.9 $5,917,680
MWDOC 469,2 453,7 494.5 - 494.5 " §3,560,400,
Pasadena 58.5 65.8 502 58.6 $421,200
San Dlego 1.278.4 1,039.9| 14,0663 1278.4 £9,204,480)
San Femando . 851 - :o0d o0 . 8.5 - $46,800
SenMane . | BZ}{ - 8.2 - 36 6.2 . $3r,440|
Santa Ama 20.7 14.5 16.4 29,7]. $213,840
Santa Monlea 2761 © 262 25.0 27,6 $198,720
Threa Vallgys 171.4 168.1 132.7 171.4 $1,234,080
Torrancs 416| ° 365 3.3 41,6 $209,620
Uppar San Gebrlel 63,8 368} e 63.8 $459,360
West Basin 2623 2433 2213 262.3 31,888,560
Western 2891 27114 . 2109 289.1] °  $2,081,520
Tofal 4,673.8] * 4,239,7 3,932.1 . 4,764.5 $24,304,400]

Totals may not foo! due to rounding
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- Section 8, That the capacity chiarge for each member public agency, the method of ts
calculation, cost allogatlons and other data used in its dstermination are as specified In the Report, which is on fils

and available for review by interested parties at Meiropolitan's headquarters,

, .Section 9. Theit_ the General Manager and the General Counsel arc i)ereby authorized to do al!
things necessary and desivable {o accomplish the purposes of this Resolufion, including, without limitation, the
commencement or defense of litigation. . : .

Section 10. That this Board finds that the proposed capacity charge is not defined as a Project
under the California Environmental Quality Aot (“CEQA™) since it Involves continuing administrative activities,
such as general policy and procedure making (Section 15378(b)(2) of the State CEQA Guidelines). In addition,
the proposed action is not subject o CEQA because jt involves the crzation of government funding mechanisms
or other government fiscal activitigs, which do not involve any commitment to any specific project which may’
result in a potentially significant physical impact on the environment (Sestion 15378(b)(4) of the State CEQA
Guidelines).. ’ ) . : :

Section 11, That the General Manager is hereby authorized and directed to take &li necossary
action to satisfy relevantstatutes requiring notlce by publication,

Section 12. That the Board Executive Secretary Is hereby directed to transmit 4 certified copy of _
this Resolution to the presiding officer of the governing body of each member public agency, '

I HEREBY CERTIFY that the foregoing is & full, true and corteot copy of a Resolution adopted -
by the Board of Directors of The Metropolitan Water District of Southem California, at its mesting held on April
13, 2010. ) o

Board Executive Secretary
The Metropolitan Water District
of Southetn California ~
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MINUTES
REGULAR MEETING OF THE

BOARD OF DIRECTORS

v

THE METROPOLTTAN WATER DISTRICT OF SOUTHERN CALIFORNIA

APRIL 13, 2010

48215 The Board of Directors of The Metropolitan Water
District of .Southern California met -in Regular Mesting in the
Board Room located in the building at 700 North Alameda Street
in the City of Los Angeles, State of Callfornla, on Tuesday,
April 13, 2010, )

Chairman Brick called the Meeting to order at
12:02 p.im, -
48216 The Meeting was cpened with an invocation by -
Lawrence R. Gibbs, - .Unit Manager, Real Property Development and
Management Group.

48217 .The Pledge of Alleglance to the Flag was given by
Director Anthony R. Fellow.

48218 . In the absence of Board Secretary Abdo, Chairman Brlck
deslgnated Director Ted Grandsen as Secretary Pro Tem.

48219. :Secretary Pro Tem Grandsen called the roll. Those
answering present were; Directors Ackerman, Ballin, Barbre,
Blake, Brick, Brown, De Jesus,.Dick, Edwards, Evans, Fellow,
Fleming, Foley, Frledman, Grandsen, Gray, Griset, Hawkins,
Lewinger, Little, Lowenthal, Morris, J. Murray, K. Murray,
Peterson,- Pocklington, Quifionez, Record, Santlago, Steiner,
Vasquez, and-Wright.

Those not’ answering were: Directors Ahdo, Arceneaux,
Barrett, Grunfeld, and Wunderlich: ’

Chairman'Bpick~declared a guorum present.




~Vice Chalr Fern Steiner to be Chair .of the Water Planning and

—3 -
Minutes - _ © -2- April 13, 2010 -
4ézzq Chairman Brick invited members of the public. to

dddress the Board'on matters within the Board's juriadiction.

. Dennis Cushman, A551stant General Manager, San Dlego’
County Water Authority, requested that the letters from the

! Authority relating to Agenda Items B-1 and 8-2 regarding

the proposed budget for FY 2010/11 and the recommended
‘water rates and charges, respectively, be made a part of
Metropolitan's Board Minutes.

48221  There being no objection; Chairman Brick ordered the
reading of the Minutes of the Meeting for Maxch 3, 2010,
dispensed with, a copy. having been malled to each Director.

-Director Blake Wnoved, seconded-by Director Wright and
carried, approving the foregoing Minutes as mailed.

48222 A written report of meetings attended by Directors at
Metropolitan expense during the month of Maich was distributed.

48223 Chairman Brick announced that he has appointed Board

Stewardshlp Committee, replacing Director James Barrett,

48224‘ Chairman Brick reported on events in whlch he

participated, as fallows.

e March 12 - Attended the Alllance for Water Efflclency hoard

. meeting in Chicago, .Illinois.

s March 13 - Accepted on behalf of Metropolltan Erom the
Water Replenishment District the "WRD's Groundwater
Ambassador Award for 2010" at its 3rd annual "Treasure
Beneath our Feet! event in Lakewood. The award was
presented in recognition of Meuropolltan's water -
conservation and education outreach ‘efforts.

+ March 15-18.~ Along with Diréctors Ackerman, Arceneaux, .
Ballin, Dick, Fleming, K. Murray, J. Murray, Santlago, and’
Wunderlich and Metropolltan s Etaff, participated in the
Los Angeles Area Chamber of CommexrcCe's anmual "ACCESS D.C."

" meetings with legislators in Washingtonm, D.C.
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- e

¢ March 22 - Along with General Manager Kightllnger, met with
U.S. Department of Interior Secretary Ken Salazar; Dav1d Jg.-
HayeS, Deputy Secretary of Interior; and David Nawi, Senior
Advisor to the Secretary &f Interior, in Los Angeles.

- s April 5 - Met with Congresswoman Napolitano in Pico Rivera.

Chairman Brick commented on the special phoko exhibit
on *Water — Our Thirsty World" being held at’ the Annenberg Space
for Photography in CGentury City, from March 27 to Junme 13. This
exhibit is on display in conjunction with the National
Geographlc special Edithn on waters, including watexr
conservation,

B Chairman Brick annmounced there will be a Global Water
and Technology Forum to be held on May 20, 2010, at the Diamond
valley Lake Visitor Center. This event will feature a lot of
new innovation and technology with regard to water.

Chairwan Brick remlnded the Board of the Chairman's

_Bike Ride on Saturday, April 17, 2010, at Diamond Valley Lake

(DVL)- from 8 a.m. to 12 noon, followed by lunch at the DVIL
Visitoxr Center. Valley-Wide Recreation and Park District will |
open ite aguatic center for swimming. Free parking will be at
the DVL Marina. Chairman Brick stated that more than 100 riders
have registered for the event. .
Chalrman Brick reported on the first meeting of the
Blue Ribbon Committee held March 30, 2010, which focused on
Metropolitan's higtory and ¢urrent and future challenges. Water
Resource Managemenk Group Manager Deven Upadhyay gave a
background of Metropolitanls planning proceas for the last
20 years in the development and the emexging challenges of the
new water options as Metropolitan moves to the future, with an
overview of how Metropolitan intends to move Fforward with its
Integrated Resources Plan. Chairman Briok stated that the Blue,
Ribbon Commlttee waterial is sent to all Directors and the
member agency wmanagers, and is alsc posted on Metropolitan's
website, . : .o j

! .

/

48225 ‘Regarding Colorado River, Bay-Delta, and CALFED
matters, General Manager Kightlinger referred to the activity
report for March dated March 31, 2010, whlch was posted to the

. Dlrectors' website. : . 3
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General Mamager Kightlinger commented on the series of
water forums’ taking place to pIOV1de outreach in education,
prlmarily regarding the upgoming water bond, as well as.the
water crisis taking place in the Delta, which is being sponsored
by ACWA, Department of Water Resourceg, and the Latino water
coalition.: Metropolltan has been ope of the sponsors for the
events held in Southern Callfornla.

‘General Manager Klghtlinger reminded the Board of the

© upcoming Solar Cup event. to-be held May 14-16, ‘2010, at
. Lake Skinner, with 36 schools having signed up ko participate.

: General Manager Kightlinger referred to two handouts
at each Director's desk: (1) A briefing report put out by the
California State Senate Republicdan Caucus of a study done.by the
National Academy of Sciences regarding the Biological Opinioms
covering the State Water Project and the Central Valley Project.
(2) A letter from the City of Riverside dated April 12, 2010,
addressed to the Board regarding mitigation measures required
for the Box Springs Feeder Repailr Phasge 3 Project. General
Manager Kightlinger stated that staff would work this matter out
with the .ptaff frowm the City of Riveraide. '

48226 Regaréing Legal Department activities, Genexal Counsel

'Tachlki referred to the General Coumsel's activity report for

March dated Aprll 5, 2010, which was posted, to the Directors®
website.

General Courisel Tachiki had no further report and
stated that a full discussion on the important pending items
took place garlier today at the Legal and Claims Commlttee
‘meeting. - -

’

48227 @eneral Auditor Risg presented a report of the Audit

Department's activities for the month of March, dated March 31,
2010. -He stated that during the month five reports were issued:
(1) Transit Reimbursement Program Audit Report; ({2) Tax Revenue
Audit Report; (3) Consulting Bgreements on Hayfield Extraction
Project Audit Repoxt; (4) F. E. Weymouth Treatment Plant
Coagulant Tank Farm Modifications Audit Report; and

(5) Remarketing Statement for the Water Revenue Refunding Bonds
2009 Authorization, Series A-1.
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General Audltor Riss gave a brief review of the above-
listed audit’ reports and stated that Audit Reports (1), (2}, and
(3) received opinions that stated the accounting and .
administrative controls included those practices usually
necesgary to provlide for a generally satisfactory intermal
control structure; and that Audit Report (4) received an opinion
of having a satlsfactory internal control structure. '

' General Auditor Riss stated that the review on Audit
Report (5) coneisted of mpecific procedures reguired by the
‘Remarketing Statement, and that no exceptions were noted

48228 Ethics Offlcer Elliott referred to the act1v1ty report a

for March dated March 31, 2010, which waa posted: to the
Directors' website,

Ethics Officer Elllott reported that over the past

~month the Ethics office has Been mostly busy with educatlonal
activities. Dr. Elliott also announced that online programs ‘are
in progress, and that the discrimination and harasswent
prevention training is being vetted by the Legal Department and
should be posted on the Pirectors' website before the end of the
fiscal year. Dr. Elliott stated that another online decision
process on use and misuse of Metropolitan's property for .
employees is in its final development- and should be posted-on
the Intramet in the next couple of months.

' Director Blake moved meconded by Director Fleming and
carried, and the Board approved the Congent Calendar Items,
M.L. 48229 tHrough M.I. 48231 as follows- !

48229 Adopted the CEQA determlnatlons.and {a). appropriated
81.24 willion (Appropriation No. 15438, No. 9, from the Revenue
Bonds, Replaceément and Refurbishment or General Funds); and
authorized (b) preliminary design to rehabilitate Service
Connection DW-CV-2T; (c) preliminary design of the Intake Power
Line Relocation; (d) final design and equipment procurement to
replace the standby generator at Hinds pumping plant; and

(e) procurement of four aqueduct isolation gates, as set forth
in the lektter signed by the General Manager on March 22, 2010.

48230 Adopted the CROA determinations and (a) appropriated-
$890,000 (Appropriation No. 15441, No. 20, from the Revenue
Bonds, Replacement and Refurbishment or General Funds); and
authorized (b) final design to rehabilitate three service
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_connections on the Upper Feeder; and (e).a seismic study of the
Sepulveda Canyon Comtrol Facility water storage tanks, as set .
. forth in the letter Elgned by the General Manager on March 26,

2010.

. 48231 Adopted the CEQA detetniination and authorized the
General €ounsel to amend the existing agreement with the
Resources Law Group for assistance on state and federal. -
Endangered Species AGt issues, including development of the.
Bay Delta Conservation Plan, ta inecrease the maximum amount -
. payable by $200,000 to $B50,000, as-set forth in the letter
signed by the General Counsel on March 25, 2010. '

48232 Businesg and Flpance Commlttee Vice Chalrman Lewinger

moved, seconded by Director Lowenthal, that the Board approve

"option #2 in the letter signed by the Geheral Manager on

April 1, 2010, and-adopt the CEQA determination and

{a) determine that the revenue requirement’ to he pald from rates
and charges is $1.377 billlon; (b) approve water rates effective

- January 1, 2011; (c) adopt Resolution 9106 to Impose the a

Readiness-to-8erve Charge; and (d) adopt Resolution 9107 .to

Impoee the Capacityzcharge, sald Resolutigns entitled:

Regolution 9106 = RESOLUTION OF THE BOARD OF DIRECTORS OF
' THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA FIXING -AND ADOPTING
. A READINESS-TO-SERVE CHARGE FOR
o : CALENDAR YEAR 20311
. Resoluiiom 9107 RESOLUTION OF THE BOARD OF DIRECTORS OF
: THE METROPOLITAN WATER DISTRICT OF
SOUTHERN CALIFORNIA FIXING AND ADOPTING
A CAPACITY CHARGE EFFECTIVE JANUARY 1,

2011

: Direcdtor Foley woved a gubstitute motion that the
Board approve Option #3 imn the letter signed by the General
Manager on April 1, 2010, and adopt:the CEQA determination and
" {a) determine that the.revenue requirement to be paid from rates -
and charges is $1.389 blllion for FY 2010/11 (reduced by .
approximately- 520 million to cover full cost of service) and
$1.517 billion for FY 2011/12; (b) approveé water rates effective
January 1, 2011, and January 1, 2012; (c) adopt Resolution 9106
to Impose the Readiness-to-Serve Charge; and (d) adopt
Resolution 9107 to Impose the Capacity Charge.
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Board Vice Chairman J. Murray asked the maker of the
substitute wotion.if he would consider having staff bring
forwaxrd options to the Board Eo possibly accelerate the gecond
rate increase to September 1, 2011. Director Foley answered in

"the affirmative. Boaxrd Vice Chairman a. Murray then seconded

the substitute motion as amended.

" An extensive dlscussion took place on the various

options ‘presented to the Board on the water rate- -increases, bond -

ratings, reserves, deduction of additional %20 million from the
budget, Capital Improvement Plan project deferrals, three—year
rolling budget, and wonies in the PAYGO Fund.

Following the dlscussion, Directqr Dick reguested that
the substitute motion as amended be repeated. Generdl Manager
Kightlinger then stated the motion, as follows:

-

Option #3, as amended: .

- Adopt the CBEQA determination and

a. Determine that the revenue requirement to he paid f£rcom

.rates and.charges is .$1.369 billion for FY 2010/11 and
$1.517 billion for FY 2011/12;

b. -Approve an effective rate increase of 7.5 percent and’
water rates to be effective January 1, 2011 with a
reduction of £20 million in the budget to meet the
cost of service objective for FY 2010/11; and approve
a second effective rate increase of 7.5 percent and
water rates to be eéffective January 1, 2012, with
staff directed to bring forward options to the Board
to posgibly accelerate that rate increase to
September 1, 2011; ‘

c. Adopt Resolution to Impose -the Readiness-to-Serve

. Charge at the level provided.in Option #3; and

d.. Adopt Resolution to Inpose the Capacity charge.

The Chair then called for a vote on the substitute
motion, as amended, offered by Directoxr Foley and seconded by
Board Vice Chairman J. Murray.

The following is a record of the vote on the
substitute motlon, as amended
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Ayes: Anaheim (Dir. K. Murray, 3,425 votes), Burbank
(Dlr; Brown, 1,818 votes), Calleguas Municipal Water District
(Dir. Grandsen, 7,958 votes), Central Basin Munlcipal Water
Distxiet (Dirs. Hawklns and Vasguez, 11,033 votes), Long Beach
(Dir. ‘Lowenthal, 3,858 votes), Los Angeles (Ayes: Dirs.
Fleming, J. Murray, and Quifionez, Absent: Dir. Grunfeld.
40,418 votes), Municgipal Water District of.Orange County (Dirs.

_Ackerman, Barbre, Dick, and Foley, 34,553 votes), San Fexrnando

(Dix. 'Ballin, 148 votes), Santa Ana {Dir. Griset, 2, 027 vetes),
Upper San Gabriel Valley Municipal Water District (Dir. Fellow,
7,245 votes), Wedtern Municipal Water District. of Riverside -
county (Dix. Evans, 7,613 votes). Total 120,096 votes,

Noes: . Eastern Municipal Water Pistrict (Pixr. Record,
5,711 votes), Foothill Municipal Water District (Dir. BEdwaxds,
1,278 votes), Fullerton (Dir. Blake, 1,445 votes), Glendale
(Dix. Friedman, 2,226 votes), Inland Empire Utilities Agency
{(Dir. santiago, 8,149 votes), Las Virgenes Municipal Water |
District (Dir. Petersom, 1,956-votes), San Diego County Water
Authority. (Noes: Dirs. Lewinger, Pocklington, and Steiner.
absent; Dir. Rarrett. 37,176 votes), SBan Marino (bir. Morris,
412 votes), Three Valleys Municipal Watexr District (Dir.
De Jesus, 4,542 votes), Torrance (Dir. Wright, 2,242 votes),
West Basin Municipal Watexr District (Dirs. Gray and Little,
13,902 votes), -Total 79,439 votes.

Abstain: None.

' Not Participating: Pasadena (Dir. Brick, 2,033

_votes)._ Total 2,033 votes.

Abgent: Beverly HlllS (D1r Wunderlich, 2,158 votes),
compton (Dir. Arceneaux, 342 votes), Santa Monica (Dir. Abdo,
2,393 votes). Total 4,893 votes ;

The Chair declared the gubstitute mbtion, as amended,

" passed by a vote of 120,096 ayes, 79, 439 noes, 2,033 not
partlclpatlng, and 4,893 absent.

48233 chalrman Brick announced that Agenda Item B-1, the
proposed 2010/11 fimcal year budget has been deférred to May.
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48234 l Real Property and Asset Management Committee Chairman

Hawkins moved, seconded by Director Evans and carried, that the

Board adopt the CEQA determination and (a) affirm the General
Manager's -determination that the subject property
(Metropolitan's Parcel No. 1006-1-100, Assessor Parcel No.

'323-012-14) . comprised of 0.170 acre ig surplus and carry out

disposition of the property in its current condition; and

(b) market the property for sale on the open market for its fair

market value of $430,000 in a form approved by the General
Counsel, as set forth in the letter'signed by the General

-‘Manager on March 16, 2010,

Diréctor Fleming withdrew from the Meeting at
1:06 p.m, . o .y
. J

48235 Engineering and Operations Committee Chairman Récord

-moved,. seconded by Director Wright and carried, that the Board
‘adopt the CEQA determination and:(a} appropriate $1.% million

(Appropriation No, 15377, No. 31,.'from the Revemue Bonds,
Replacement and Refurbishment or General Funds); and

(b} authorize fingl design and pipe fabrication to repair 12
pipe sections on the Box Springs Feeder, as set Tforth in the

~letter signed by the General Manager on March 25, 2010.

Director ?leming.retuined to the Meeting at 1:10 p.m,

48236 ‘Newly appointed Water Plamnning and Stewardehip
Committee Chair Steiner moved, seconded by Director Wright and

"carried, that the Board adopt the CEQA determination and
- (a) authorize the General Manager-to execute a one-year

amendment to the agreement with Califormia Department of Water

. Regources to purchase Yuba County Water Agency Component 4

Water; and (b) appropriate §$7 million for water transfer.
payments, as set forth in the letter 31gned by the General
Mauager on March 30, 2010

48237 Newly appqinted,Watar Planning and Stewardship -
Committee Chair Steiner moved, seconded by Director Fleming and
garried, that the Board adopt the CEQA determination and

(a) adopt Resolution 9108 supporting implementation of the Water
Supply Allocation -Plan shown as Attachment 1 to the letter
signed by the General Manager on March 30, 2010; (b) maintain a

‘'water supply. "Condition 3 .- Water Supply Allocation”;

(¢) implement the Water .Supply Allocation Plan at a Level 2
effective July 1, 2010, through June 30, 2011; ‘and (d) direct

~
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staff to return to the Board in May to update the Board-on water
gupply conditions and recommend changes to the Water Supply
Allocation Plan Level if appropriate, 8aid Resolution entitled

RESOLUTION OF THE BOARD OF DIRECTORS OF THE METROPQLITAN
WATER DISTRICT OF SOUTHERN CALIFORNIA INPLEMENTING 175

. WATER SUPPLY ALLOCATION PLAN FOR 2010 AND ESTABLISHING THE
REGIONATL ‘SHORTAGE LEVEL

48233 Legal and Claims Committee Chairman Quifionez stated
that the.committee heard a report on the status of In re Tronox
Incorporated, et al., Chapter 11, Case No.- 09-10156 (ALG) in
closed session and that no action was takén.

48239 Legal and Clalms cOmmlttee Chairman’ Qulnonez moved,
seconded by Director Edwards and carried, that the Board adopt
the CEQA determination and authorize an increasge of 1,575,000
to a maximum amount of $4,825,000 in Morrison & Foerster‘s .
contract for representation in the Bay~Delta cases, -as set forth-
in the confidential letter slgned by the General ‘Counsel on
April 6, 2010.

48240 . Communications and Legislation Committee Chairman .
Griset moved, seconded by Director Wright and carried, that the
"Board adopt the CEQA determination and oppose AB 1664 .(Swanson,
D-Oakland) : Metropolitan Water District Act, as stated in the
letter signed by the General Manager on April 9, 2010. ’

Director Morris reguested:to be recorded. as voting no.

Directors Blake and Peterson requested to be recorded
ag abstainlng.

18241 The following communication was gubmitted to the Board
for information: : :

a. Proposed Water Conservation Plan for flSCal Year
- 2010/11, signed by the @eneral Manager on March 30,
T, 2010. -

48242 . Referring to.the letter from the San Diegoc County
Water Authority delegation, dated April 9, 2010, regarding the

. taking of a zoll call vote for each item, Chairman Brick stated -
that the Executive Coimittee would conslder this matter.

[P E
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48243 fhere being no
Meeting at 1:15 p.m.

TIMOTHY F, BRICK

CHATRMAN

“11- April 13, 2010 -

objection, the Chairman adjourned thé

TED GRANDSEN
SECRETARY PRO TEM
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; ngggrn‘?ﬂz&wwwammm ‘ AUS 8.0 1510
GENERAL MANAéER

Office of the General Manager
August 25, 2010 -

Ms. Maureen A, Stapleton

General Manager

San Diego County Water Authonty
4677 Overland. Avenué

San Diggo, CA 92123

Desr Ms, Stapleton:

Notice of Intent to Initiafe Process to Consider
Termination of Incentive Agréements with the \

‘The agréemenits' listed-below between Metropohtan and the San Diego County Water Authotity
(Water Aut’ﬁonty) contain provisions allowing The Metropohtan ‘Water District-of Southern
California (Metropohtan) to file a 90-day tiotice of intent to consider terminating agreernents

. should the Water Authority file httgatlou challengmg Metrop olitan’s rate sfruciuie. In June 2010,
the Water Authority initidted: litigation challenging Metmpohtan s water rates and charges for
fiscal year 2010/11. ‘Consequently, Metropohtan’s Board of Dlrectots atits August 17, 2010,
meetmgdlrected staif 16 initiate thie process outlined in the rate sttuetute integrity provisfons.

Ingentive ProLm Exns ting greement 7 .Num,ber '
Conservation . . | Regiorjal Commiercial PLgram .| 66654 . -
Conservation, = Regiorial Residential Program L 78189
'gzgzgfve:ﬁon " B Landscape Auditor Initesns 011-2006
-Enhanced © Smart Landscape. -Grant ngram 0242007
'Conservatxon _ Expansmn L

This letter is the official 00-day notice of Metropolltan s intent to consider termination of the

above listed agreements betwden Metropolitan and the Water Authority.

Within 30 days of receipt of this notice, the Water Autharity has the nght to request, in writing,
mediation of the dispute by a neutral third party with expertise in fifiance and rate satting, The
request for mediation would serve to stay the 9Q-day notice of intent to terminate, but for no more
than 90 days beyond the filing of the notice of request for mediation. If the termination process
advarices, Metropohtan’s Board of Directors will ultimately make the decision on whether to
terminate the agreéinents.. Payment of the incentives for this program will conﬂnue pending the
decision by thé Board following the 90-day notice period.

700 N. Alameda Street, Los Angelés, Californtzt 80012 » Méiling Address: Box 54153, Los Angeles, Caflfornla 90054-0153 « Tefephone {213) 217-6000
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THE METROPOLITAN-WATER DISTRICT OF SOUTHERN CALIFORNIA

Ms. Maureen A. Stapleton
Page?2 ‘
August 25, 2010

Metropolitan’s Board of Directors also divected staff to defer execution of the following three
agreements currently pending with the Water Authority, as termination proceedings would begin
immediately upon execution:

Incentive Program | Pending Agreement Number
Conservation Agricultnral Conservation Program 113401
Innovative ..

Conservation | Flow control valve research project 91694
;S):‘Zl?rtgtion Carlsbad Seawater Desglination Project 70025

If you have any questions, please contact me at (213) 217-6211 or via email at
jkkightli dh2 ; '

General Manager

WAT e
oa\a\c\2010\WAT._SDCWA Agreement Termination_Notice v3.doc

ces Board of Directors
Executive Secretary
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RECEIVED
THE METROPOLITAN WATER DISTRICT '

OF SOUTHERN CALIFORNIA AUG 3¢ 201{3

GENERAL MANA
Office of the General Manager GER

August 25, 2010

Mr. Ralph MclIntosh

(jeneral Manager

Ramona Municipal Water District
105 Earlham Street

Ramona, CA 92065-1599

Dear Mr. McIntosh:

Request Regarding Termination Process of the Local Resources

Program Agreement No. 94278 for San Vicente Water Recycling Project

On August 9, 2009, The Metropolitan Water District of Southern California (Metropolitan) entered
into Agreement No. 94278 with the San Diego County Water Authority and Ramona Municipal Water
District (Ramona) for the San Vicente Water Recycling Project. Pursuant to Section 7.4 (Rate
Structure Integrity) of the subject agreement, Metropolitan may terminate the subject agreement if
Water Authority or Ramona file litigation to challenge Metropolitan’s existing rate structure. In

June 2010, the Water Authority initiated litigation challenging Metropolitan’s water rates and charges
for fiscal year 2010/11. Consequently, Metropolitan’s Board of Directors at its August 17, 2010,
meeting directed staff to initiate the termination process outlined in the rate structure integrity
provisions of the agreement.

. Pursuant to Section 7.7 of the subject agreement, Metropolitan will not terminate the subject
agreement if Ramona transmits written documentation to Metropolitan within 30 days of the date of
this letter demonstrating that Ramona has not participated directly or indirectly in the filing or
prosecution of any litigation or the drafting or advocacy of any legislation to challenge or modify
Metropolitan’s existing rate structure, and indicates support for Metropolitan’s existing rate structure.

This letter is an official notice to Ramona of its opportunity to provide a letter to Metropolitan within
30 days of the date of this letter demonstrating that Ramona has not participated directly or indirectly
in the filing or prosecution of any litigation or the drafting or advocacy of any legislation to challenge
or modify Metropolitan’s existing rate structure, and indicates support for Metropolitan’s existing rate
structure. If the termination process advances, Metropolitan’s Board of Directors will ultimately
make the decision on whether to terminate the agreement.

If you have any questions, please contact me at (213) 217-6211 or via email at
jkightlinger@mwdh20.com.
Very truly yours,

1784

Jeffrey Kightlinger
General Manager

WAT:jc
700 N. Alameda Street, Los Angeles, California 90012 e Mailing Address: Box 54153, Los Angeles, California 90054-0153 « Telephone (213) 217-6000
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Mr. Ralph MclIntosh
Page 2 ,
August 25,2010

cc: . Ms, Maureen A. Stapleton
(General Manager
San Diego County Water Authority
4677 Overland Avenue
San Diego, CA 92123

Board of Directors
ixecutive Secretary
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| JUN 27 201
, THE METROPOLITAN WATER DISTRICT
% OF SOUTHERN CALIFORNIA
GENERAL MANAGER
Office of the General Manager
June 23, 2011 ' VIA EMAIL

Ms. Maureen Stapleton

General Manager

San Diego County Water Authority
4677 Overland Ave.

San Diego, CA 92123

Dear Ms. Stapleton: :
Board action regarding Rate Structure Integrity provisions and termination of agreements

As you know, on June 14, 2011, The Metropolitan Water District of Southern California’s
(Metropolitan) Board of Directors took action with regard to contracts with San Diego County Water
Authority (Water Authority) containing Rate Structure Integrity provisions. The Board adopted
Option 3 set forth in Board Letter 8-7 (attached).

The adoption of Option 3 by the Board authorized the following:

1. Continuation of the regional residential and commercial direct rebates for water conserving
devices to res1dents businesses, and institutions within the Water Authority’s service area
through the SoCal Water$mart and Save Water, Save a Buck programs.

2. Termination of Agreement No. ECP 24-2007 regarding landscape grants.

Termination of Agreement No. 94278 regarding The San Vicente Water Recycling Project.

4. Direction to staff to cease approving or providing funding for the Water Authority’s member

agency administered conservation projects through regional conservation Agreements Nos.
78189 (residential) and 66654 (commercial/industrial /institutional).

et

The Board’s August 2010 direction not to execute pending agreements with ihe Water Authority
absent new Board direction remains in effect.

Pursuant to this Board authorization and direction, please be advised as follows:

1. Metropolitan hereby terminates Agreement No. ECP 24-2007, pursuant to Sections 2.2, 3.2,
and 8.4 of the agreement, effective July 25, 2011.

2. Metropolitan hereby terminates Agreement No. 94278, effective August 8, 2011, pursuant to
Sections 7 and 10 of the agreement.

3. Metropolitan will issue Addenda to Agreements Nos. 78189 and 66654 to ehmmate approval
or funding for Water Authority’s member agency administered conservation projects, T
effective July 1, 2011. This change will be made and effective pursuant to Sectlons land2.2
of Agreement No. 78189, and Section 5 of Agreement No. 66654.

700 N. Alameda Street, Las Angeles, Califomia 90012 « Mailing Address: Box §4153, Los Angeles, California 90054-0153 « Telephone (213) 217-6000
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M. Mureen Stapleton
Page 2
June 23, 2011

4. Pending incentive agreements that have been or may be submitted to Metropolitan will not be
executed prior to further action and direction from the Metropolitan Board.

Please feel free to contact me or my staff if you have any questions regarding this matter.

Genegal Manager

PVH:vs .
0:\a\s\c\201 1\PVH_Rate Structure Integrity Term Letter 061611.doc

Enclosure
cc: M. Scully

Interim General Council
The Metropalitan Water District of Southern California
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TEMEO LT W T . ACTION

¢ Board of Directors
Legal and Claims Commiftee

6/14/2011 Board Meeting

8-7
Subject

Review Rate Structure Integrity provisions of conservation and Local Resources Program funding agreements
with-San Diego County Water Authority; and consider termination of agreements

Description

Background

At its August 17, 2010 meeting, the Board of Directors authorized the General Manager to initiate the process to
terminate six local resources and conservation agreements with the San Diego County Water Authority (Water
Authority) that include rate structure integrity (RSI) provisions, and to defer execution of three pending
agreements.

Since that time, Metropolitan and the Water Authority engaged in mediation as set forth in the dispute resolution
terms of the RSI provisions. Formal mediation between Metropolitan and the Water Authority took place on
March 9, 2011 for four bilateral agreements and was scheduled for June 6, 2011 for an agreement involving a
third party. One agreement has since been paid in full and has terminated by its own terms. The RSI provisions
state that if mediation does not result in a mutually acceptable agreement, the matter goes to the Board of ’
Directors for final determination on whether to terminate the agreements.

Rate Structure Integrity provisions

Adopted by the Board in 2004, the RSI provisions define a process through which Metropolitan can terminate
conservation or other local resources incentive agreements with a member agency that chooses to pursue legal or
legislative challenges to Metropolitan’s existing rate structure outside of established public board processes. The
objective of this language is to protect revenue sources necessaty to fund Mettopolitan’s water management
incentive programs. Subsequent to board adoption in 2004, standardized RSI terms have been included in all
local resources, seawater desalination, and conservation program incentive agreements. The full text of the RSI
language, including notice and dispute resolution procedures, is included in Attachment 1. The agreements
subject to this action are listed in Attachment 2.

Legal Challenge by Water Authority

In June 2010, the Water Authority initiated litigation challenging Metropolitan’s water rates and charges adopted
April 13, 2010. This act triggered the termination and dispute resolution provisions of the RSI provisions in
several existing incentives agreements with the Water Authority.

Notice and Dispute Resolution Proceedings

As set forth in the RST provisions and after consultation with the Board of Directors, the General Manager sent
the Water Authority the required 90-day notices of possible termination for four bilateral agreements, effective
August 30, 2010. On September 27, 2010, the Water Authority requested mediation. Metropolitan and the Water
Authority met in mediation on March 9, 2011, before retired Justice Howard B. Wiener.

Although both sides made good-faith efforts to find a mutually acceptable solution, no agreement resulted. After
the mediation, the Chairman of the Water Authority Board wrote the Chairman of Mefropolitan’s Board
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requesting a continuation of the mediation on a board to board basis. By a letter to Chairman Hogan dated
April 14, 2011, Chairman Foley declined the request and effectively concluded the mediation. Metropolitan
provided a separate notice of potentlal termination concerning two agreements involving the Water-Authority’s
retail agencies.

On October 19, 2010, Metropolitan issued a 90-day notice of intent to terminate two agreements with the Water
Authority that included Ramona Municipal Water District (Ramona) as a party and Rincon del Diablo Municipal
Water District (Rincon) as funding recipient and notified all parties of their ability to request mediation. Neither
Ramona nor Rincon responded to the notice or requested mediation. The Water Authority requested mediation on
November 17, 2010. In January 2011, the Rincon agreement was fully paid and expired by its own terms. The
Water Authority declined Metropolitan’s request to include the three-party agreement in the March 9 mediation
and took no further steps to pursue it. Staff concluded that the Water Authority had waived its mediation rights.

On May 9, 2011, Metropolitan received written notice from the Water Authority that, in their view, the Water
Authority bad not waived mediation of the Ramona agreement. As a result of that communication, Metropolitan
and the Water Authority scheduled a second mediation for June 6, 2011, also before Justice Wiener and including
a representative froim Ramona, specifically on the Ramona contract for the San Vicente Water Recycling Project.

Board Action

Atits May 10, 2011 meeting, the Legal and Claims Committee considered termination of all remaining
agreements. The Committee adopted a resolution approving texrmination of the open agreements with the Water
Authority but maintaining programs that provide direct rebates to consumers through Metropolitan’s regional
incentives programs. Policy discussion among board members focused on Metropolitan’s historic, long-standing
support for conservation. The Committee also discussed the ramifications of the new statewide conservation

* target of a 20 percent reduction in per capita water use by 2020 that was included in legislation sponsored by

Metropolitan. The Committee also instructed staff to defer execution of any pending agreements with the Water

Authority prior to further direction from the Board. At the board meeting of May 10, 2011, the Board acted to

table consideration of the termination of these contracts until its June 14, 2011 meeting, to allow for further
dlscussmn of the modified action. .

Pendmg Agreements

The three pending agreements with the Water Authonty that would be subject to the Board’s direction to defer
execution are described below.

On November 10, 2009, the Board authorized entering into a Seawater Desalination Program agreement with the
Water Authority and its retail agencies for the Carlsbad Seawater Desalination Project. The authorized agreement
includes several sub-agencies of the Water Authority as parties and includes the standard RSI provisions. On
July 22, 2010, the Water Authority’s board of directors authorized a draft term sheet and directed its staff to
prepare a water purchase agreement with Poseidon Resources LLC for direct purchase of product water from the
Carlsbad Seawater Desalination Project. If such an agreement is completed, the material terms would be different
from the proposed agreement authorized by Metropolitan’s Board for the project. In that case, Metropolitan staff
will bring the new agreement regarding the Carlsbad Seawater Desalmauon Project back to the Board for
consideration.

The pending Agricultural Conservation Program agreement would provide incentives for professional irrigation
audits and installation of watér conservation improvements. The pending agreement in the Innovative
Conservation Program would fund new research on flow control valves,

Options

Staff has developed four options for board consideration:

Option #1: Under this option, the Board would approve termination of all contracts with Water Authority

containing RSI language. This option is consistent with the RSI language that was adopted by the Board and
implemented in these contracts.
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Option #2: This option is the same as Option #1, but Metropolitan would establish an interest-bearing fund to
hold payments that would have been paid under the terminated agreements, to.the extent that such amounts can
reasonably be calculated and the information for such calculations is provided to Metropolitan by the Water

- Authority. Upon completion of the pending litigation over Metropolitan’s existing rate structure, the Board will

determine at its sole discretion whether and on what terms to provide any portion of these funds to the Water
Authority.

‘Option #3: Under this option, the Board would approve termination of all contracts with Water Authonty
containing RSI language, except for the regional commercial and residential conservation incentive agreements
providing payments dtrectly to consumers. Maintaining the conservation agreements would allow residents
within the Water Authority service area to continue to receive rebates from Metropolitan’s regional programs
when they purchase eligible conserving devices. This option reflects the Comruittee’s recommended action of

May 10 that was later tabled at the May board meeting.

Option #4: Under this option, no agreements would be terminated. The Board would also instruct staff to
execute pending incentive agreements with the Water Authority, as appropriate.

Recommendation

Staff recommends Option #1, to terminate the existing incentive agreements with the Water Authority that contain
rate structure integrity language. This option is consistent with the policy set forth by the RSI Ianguage Staff
will also continue to defer the approval of any pending agreements with the Water Authority requiring inclusion
of the RSI provisions, until authorized by the Board.

Policy

By Minute Item 46045, dated December 14, 2004, effective April 15, 2005, the Board authorized inclusion of rate
structure integrity language in all future local resources, seawater desalination, and conservation program
incentive agreements.

By Minute Item 48266, dated May 11, 2010, the Board approved the water conservation plan for FY 2010/11 that
includes the Agricultural'Conservation Program.

By Minute Item 44974, dated August 20, 2002, the Board authorized the Innovative Conservation Program ona
biennial basis.

By Minute Item 48084, dated November 10, 2009, the Board authorized entering into a Seawater Desalination
Program agreement with the San Diego County Water Authority and its reta1l agencies for the Carlsbad Seawater
Desalination Project, )

By Minute Item 48377, dated August 17, 2010, the Board expressed support for the General Manager to iniu'ate
the process to terminate six local resources and conservation agreements with the San Diego County Water
Authority that include rate structure integrity provisions and to defer execution of pending conservation and LRP
agreements with the Water Authority.

California Environmental Quality Act (CEQA)

CEQA determination for Options #1, #2, and #3:

During preliminary environmental review, the lead agency must first determine whether an activity proposed by a
public agency is subject to CEQA before preparing and conducting an initial study and environmental checklist.
Given the contractual nature of the activity presented in the board letter, the proposed action is not defined as a
project under CEQA or the State CEQA Guidelines and is therefore not subject to the provisions of CEQA
pursuant to Sections 15060(c)(3), 15061(b)(3), 15378(b)(2), 15378(b)(4), and 15378(b)(5) of the State CEQA
Guidelines. The proposed action simply terminates existing agreements for projects whose potential effects were
prewously addressed in other adopted/certified CEQA. documents. Accordingly, no further environmental review
is required.
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The CEQA determination is: Determine that the proposed action is not subject to the provisions of CEQA
pursuant to Sections 15060(c)(3),1 5061(b)(3), 15378(b)(2), 15378(b)(4), and 15378(b)(5) of the State CEQA
Guidelines.

CEQA determination for Option #4:
None required )
Board Options

Option #1
Adopt the CEQA determination and approve termination of five conservation and Local Resources Program
funding agreements with San Diego County Water Authority pursuant to the rate structure integrity provisions
of those agreements,
Fiscal Impact: Cost savings realized from terminated incentive payments would be factored into
Metropolitan’s rate projections and future budgets. Financial exposure to local resources and conservation
program incentives would be diminished.
Business Analysis: Staff would also review potential reallocation of budgeted FY 2010/11 and FY 2011/12
conservation flmds and other incentive-related administrative actions.

Option #2
Adopt the CEQA determination and

a. Approve termination of five conservation and Local Resources Program funding agreements with
San Diego County Water Authority pursuant to the rate structure integrity provisions of those
agreements; and _ ‘

b. Direct the General Manager to establish a separate interest-bearing fund to hold payments that would be
paid under such agreements to the extent that such amounts can reasonably be calculated and the
information for such calculations is provided to Metropolitan by the Water Authority. Upon
completion of the pending litigation over Metropolitan’s existing rate structure, the Board will
determine at its sole discretion whether and on what texrms to provide any portion of these funds to the
Water Authority.

Fiscal Impact None. Incentive payments factored into Metropolitan’s rate projections and future budgets
would remain unchanged.

Business Analysis: Staff would need to make _]udgments on estimated payments and amount to place into
separate account.

Option #3
Adopt the CEQA determmauon and

a. In order to continue providing Metropohtan s regional residential and commercial direct rebates to
citizens within the Water Authority’s service area, do not approve termination of the two regional
commercial and residential conservation incentives agreements. Instead, direct staff to cease
approving or providing funding for Water Authority’s member agency administered conservation
projects through the regional agreements.

b. Approve termination of the remaining three conservation and Local Resources Program funding
agreements with San Diego County Water Authority pursuant to the rate structure integrity provisions
of those agreements.

Fiscal Fmpact: Cost savings realized from terminated incentive payments would be factored into
Metropolitan’s rate projections and future budgets, Financial exposure to local resources and conservation
program incentives would be diminished.

Business Analysis: Staff would continue to administer the existing regional commercial and residential
conservation incentives agreements for residents within the Water Authority service area. Staff would also
review potential reallocation of budgeted FY 2010/11 and FY 2011/12 conservation funds and other
incentive-related administrative actions.
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Option #4

a. Do not approve termination of existing conservation and Local Resources Program funding
agreements with San Diego County Water Authority pursuant to the rate structure integrity
provisions of those agreements; and

b. Direct the General Manager to proceed as appropriate with execution of pending incentive
agreements with San Diego County Water Authority. '

Fiscal Impact None. ‘Incentive payments factored info Metropolitan’s rate projections and future budgets
would remain unchanged.
Business Analysis: Staff would continue to administer existing agreements.

Staff Recommendation

Option #1
6/2/2011
Marcia L. Scully /. Date
Interim General Cqunsel
6/2/2011
Date

Attachment 1 — Rate Structure Integrity Provisions adopted by Metropolitan on December 14,
2004

Attachment 2 — San Diego County Water Authority Incentive Agreements

Refit 112612455 ~
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adopted by Metropolitan’s Board of Directors on December 14, 2004

1. [Recipient] and [Member Agency if different than Recipient] agree and understand that
Metropolitan’s tate structure as of January 1, 2004 (“Existing Rate Structure”) provides the revenue
necessary to support the development of new water supplies by local agencies through incentive
payments in the Local Resources Program (LRP), Conservation Credits Program (CCP), and the
Seawater Desalination Program (SDP). In particular, the Water Stewardship Rate is the component
of Bxisting Rate Structure that provides revenue for the LRP, CCP and SDP. Further, [Recipient]
and [Member Agency] acknowledge that Existing Rate Structure and all components within that rate
structure were developed with extensive public input and member agency participation, and that the
elements of Existing Rate Structure have been properly adopted in accordance with Metropolitan’s
rules and regulations.

2. (a) [Recipient] and [Member Agency] ‘agree that Meiropalitan’s rates set under the Existing Rate
Structure may be reset throughout the texm of this Agreement to account for the cost of service, and
that [Recipient] and [Membexr Agency] will address any and all future issues, concerns and disputes
relating to Existing Rate Structure, through administrative opportunities available to them puxsuant to
Metropolitan’s public board process. As such, [Reeipient] and [Member Agency] agree if they file
or participate in litigation or support legislation to challenge or modify Existing Rate Structure,
including changes in overall rates and charges that are consistent with the current cost-of-service
methodology, Metropolitan may initiate termination of this agreement consistent with Paragraph 4
below. Metropolitan agrees that any change in Existing Rate Structure, including changes in
cost-of-service philosophy or methodology would be enacted only after collaboration and discussion -
with its member public agencies, and Metropolitan’s public board review and approval process.

\
|
Rate Structure Integrity Provisions

(b) Notwithstanding the foregoing, [Recipient] and [Member Agency] retain the right to file and/or
‘participate in litigation and/or to support legislation without triggering the termination of this

agreement if there are material changes to Existing Rate Structure or changes in cost-of-service
methodology used to set rates by future Metropolitan board action. [Recipient] and [Member
Agency] also retain the right to file and/or support litigation should Metropolitan, in setting rates
under Existing Rate Structure, fail to comply with public notice, open meeting, or other legal
requirements associated with the process of seiting water rates and related taxes, fees, and charges.
[Recipient] and [Member Agency] agree that they will not file or participate in litigation, nor will
they support legislation affecting Metropolitan’s rate structure after any such change in rate structure
or violation of the law regarding rate setting processes until, and unless, they have exhausted all
administrative opportunities available to them pursuant to Metropolitan’s public board process.

3. [Recipient] and [Member Agency] agree that all users of the Metropolitan conveyance and
distribution system should support the LRP, CCP, and SDP, that such projects provide benefits to
Metropolitan and the users of the system by making existing distribution and conveyance capacity
available for additional delivery, and that under Existing Rate Structure, the Water Stewardship Rate
is an element of charges properly adopted by the Metropolitari Board and properly applied to water
wheeled through the Metropolitan conveyance and distribution system.
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4. Should [Recipient] or [Member Agency] file or support litigation, or sponsor or support legislation,
that would challenge or be adverse to Existing Rate Structure, as described in Paragraph (a) of
Section 2, Meiropolitan’s Chief Executive Officer may file a 90-day notice of intent to terminate this
Agreement with Metropolitan’s Executive Secretary, with copies to all members of Metropolitan’s
Board of Directors, and contemporaneously provide [Recipient] and [Member Agency] with a copy
of the notice. Within 30 days of receipt of such notice, [Recipient] and {Member Agency] shall
have the right to request, in writing, mediation of the dispute by a neutral third party with expertise in
finance and rate setting. The mediator shall be selected by agreement of the parties, or failing
agreement within 60 days of such request for mediation, a mediator shall be selected by the
Metropolitan Board of Directors from a list of at least four candidates, one each from [Recipient] and
[Member Agency], and two of which will be supplied by Metropolitan’s Chief Executive Officer.
The cost of the mediation shall be borne equally by the parties. The request for mediation shall also
serve to stay the 90-day notice of intent to terminate, but for no more than 90 days beyond the filing
of the notice of request for mediation, unless otherwise agreed in writing by the parties. If mediation
does not result in an agreement acceptable to each party to this Agreement within the time provided
herein, the notice of intent to terminate shall be reinstated. The Metropolitan Board of Directors shall
act to approve or disapprove termination of this Agreement, and all of Metropolitan’s obligations
hereunder shall terminate if approved, on or before the ninetieth day following filing of the notice to
terminate or, if mediation has been requested as described above, the ninetieth day following the
request for mediation (or other date agreed in writing by the parties.)

5. Metropolitan and EReéipient] and [Member Agency] agree that should litigation or legislation
brought forth or sponsored by third patties result in changes to Existing Rate Structure, this
Agreement will continue in effect unless mutually agreed in writing by the parties.

6. Should Metropolitan and its member agencies agree on an alternative rate and revenue structure that
obviates the need for this section on Rate Structure Integrity, this section shall be amended or deleted
to conform to such action. )

7. Notwithstanding the foregoing, Metropolitan shall have no power or authority under this Section to
terminate this Agreement, and Metropolitan’s Chief Executive Officer shall not file a 90-day notice of
intent to terminate this Agreement, if a [Member Agency] (but not the [Recipient]) files or
participates in any litigation or supporting legislation to challenge or modify Existing Rate Structure,
but the [Recipient] transmits a writing to Metropolitan’s Chief Executive Officer within thirty (30)
days of request therefore from Metropolitan, stating that [Recipient] has not participated directly or
indirectly in the filing or prosecution of any litigation or the drafting or advocacy of any legislation to
challenge or modify Existing Rate Structure, and indicates support for Existing Rate Structure.

Note: [Recipient] refers to project owner.
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San Diego County Water Authority Incentive Agreements

Subject to termination:
Target Max, Funded
Agreement Yield Payable* | (4-30-2011) (';“1‘3‘(‘,3‘;
(51,000) | (51,000) ’
1. Enhanced Conservation
-Program - Landscape water 2,362 AF $143 $124 $19
conservation training -
2. Enhanced Conserﬁaﬁon I ,
Program — Conversion project
to climate appropriate 5,829 AF $1,125 $535 $590
landscape
3. Regional Commercial
Program — Commercial TBD N/A $6,500 N/A
incentives , .
! _ 4. Regional Residential Program ) $9.000
,1 — Residential incentives TBD N/A : N/A
5. Local Resources Program —
Water Recycling and
| Groundwater Recovery 340AFY | 1980 $21 N/A
| incentives (Ramona)
‘ Subject to deferral:
6. Carlsbad Seawater AFY $350,000
Desalination Project 36,000 (est.) %0 N/A
7. Agricultural Conservation )
Program — Agricultural N/A N/A 30 N/A

incentives

8. Innovative Conservation
Program — Flow control N/A $11 $0 N/A
valve research project
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MEMBER AGENCIES

_ Carlsbod
Muricipal Watee District

City of Dsl Mar

Cily of Escondida
City of Nu!lp_m;! Cily
City af Geeanside
City of Poway

City of San Diego

Failbiook
fublic Utility District

Helix Waler Digirict
Lokeside Witer District

Qlivenhain
Monicipal Water Disfrict

Otay Worar- District

~ Padre Detm
+ Municipol Water Districi

Comp Pordleton *

Mdirins Corps Base

Rainbow
Municipal Water District

Ramona
Municipol Water District

Rincon del Diablo
Municipal Woter District

Sain Disguile Wotsr Diskeiet
Santa Fev(rrigali:n Disfrict
South Bay lirigolion District
Vollecitos Water District

Valley Centes
Municinal Watei: Disfrict

Vista lrsigahion Dislrict
Yuimo

Nunleipal Waler Dislrict

OTHER
REPRESENTATIVE

County of Son Disgo

San Diego County Water Authority

4677 Overland Avenue ® San Diego, California 92123-1233
(858) 522-6600 FAX (858) 522-6568 www.sdewa.org

April 6,2011 -

Jeffley Kightlinger, General Manager

Mareia Scully, Interim General Counsel
Metropolitan Water District.of Southern California
P.O. Box 54153

Los Angeles, CA 90054-0153

Re:  Demand for Recalculation of Preferential nghts Under Section 135 of the

Metrgpolitan Water District Act

prcess

Dear M’ Kightlinger and Mg« Scullyi
Section 135 of the Metropolitan Water District Act prowdes each of Meu opolitan’s
member agencies a preferential right to purchase Metropolitan water based on a ratio of
payments described in the statute. Metropolitan calculates the Preferential Rights of its
member agencies under section 135 and provides a summary of that calculation. The
most recent summary is attached for your reference. It has recently come to our
attention, that Mctlopohtan appears to have erroneously excluded from its calculations
payments the Water Authority made pursuant to the Amended and Restated Agreement
between [Metropolitan] and the [Water Authority] for the Exchange of Water, dated
October 10, 2003 (2003 Exchdnge Agreement”). Section 135 provides that the
calculation of an agency’s Preferential Rights shall be based on the payments to
Metropolitan “on tax assessments and otherwise, excepting purchase of water, toward the
capital cost and operating expenses of the district’s works.” Payments made by the
Water Authority pursuant to the 2003 Exchange A greement are for transportation of the
Water Authority’s QSA supplies. For purposes of section 135 these are payments “on tax
assessments or otherwise” toward Metropolitan’s capital costs and operating expenses,
but are not for the “purchase of water” and must be included in the calculation of
Preferential Rights.

From October 10, 2003 through December 31, 2010, the Water Authority has paid
$155,999,600 to Metropolitan under the 2003 Exchange Agreement. The Water
Authority staff has determined that inclusion of Exchange Agreement payments would

increase the Water Authority’s current Preferential Rights (calculated on a fiscal year

basis) from 17.47% to approximately 19.37%, an increase of almost 2%. Metropolitan

must recalculate the member agencies’ preferential rights to account for the payments

made under the 2003 Exchange Agreement and include payments under the 2003

' Exchange Agreement in all future calculations.

A public agency providing a safe and reliable water supply to the San Diego region

PRINTED ON RECYCLED PAPER



Jeffrey Kightlinger
Marcia Scully
April 6, 2011

Page 2

Please promptly provide a revised Preferential Rights calculation showing the correct
preferential rights of Metropolitan’s member agencies. If you require any further
information to accommodate this request, please let me know. Thank you for your
assistance. ‘

" Dafiiel S. Hentschke
General Counsel :

cc: MWD Board of Directors
SDCWA Board of Directors
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THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Office of the General Counsel

Via U.S Mail

April 26, 2011

Daniel S. Hentschke

General Counsel

SAN DIEGO COUNTY WATER AUT HORITY
4677 Overland Avenue

San Diego, CA 92123-1233

Re:  Section 135 Preferential Rights

Dear Mr. %@u‘u h k:

We have read your April 6, 2011 letter regarding how San Diego County Water Authority’s
payments under our Amended and Restated Exchange Agreement should be handled in
Metropolitan’s “preferential rights™ calculation. We disagree with your position that those
payments should be credited to the Authority for the purposes of calculating its preferential rights.

The Exchange Agreement was negotiated over a period of years as part of a broader QSA process
and provides the rules for Metropolitan’s delivery to the Authority of a specified amount of water
from Metropolitan’s supply from all of its sources. The Exchange Agreement is a unique

- transaction in which Metropolitan provides a specified amount of water to the Authority on a firm
capacity basis. Metropolitan’s delivery is not limited to those times when Imperial Irrigation
District’s conservation program actually conserves water. The water Metropolitan supplies is a mix
of its SWP water, Colorado River water and water obtained from other sources such as water
transfers. In return for Metropolitan providing the water, the Authonty pays a discounted
volumetric rate for each acre-foot of water provided. Pursuant to the terms of the Exchange
Agreement, the delivery of Metropolitan water to the Authority is treated as a “purchase of water”
-expressly governed by Chapter 5 of Division IV of Metropolitan’s Administrative Code and is
therefore not included in the preferential rights calculation under MWD Act Section 135.

During many months of negotiations we do not recall the Authority ever questioning that this
transaction is a Metropolitan delivery and Authority “purchase of water’ that would not be included

- in the preferential rights calculation. And, of course, Metropolitan has continued to exclude this
purchase from its preferentxal rights calculation since Metropolitan and the Author}ty agreed to the
Exchange Agreement in 2003, without complaint from the Authority.

700 N. Alameda Streat, Los Angeles, California 80012 o Mailing Address: Box 541 53, Los Angeles, California 90054-0153 » Telephone (213) 217-6000
{




THE METROPOLITAN WATER DISTRICT OF SOUTHERN CALIFORNIA

Daniel S. Hentschke
April 26, 2011
Page 2

For these reasons, we will continue to calculate préferent.ial rights consistent with MWD Act
Section 135 and must decline the Authority’s demand to change the historical calculation.
Sincerely,

Marcia Scully |

Interim General Counsel

MS:zpa

ce: MWD Board of Directors
SDCWA Board of Di;ectors
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MEMBER AGENCIES
" Corstiod

Munlcipad Werdog Distict
City of Del Mot

City of Escondida

Chy of Natlenal City

e City of Ocaonsids
Gr/. of Powoy

Cily ol San Diegs.

Follbrook
Public Lility District

Helix Water District
Lokesids Woter District

Olivenhain:
Municipal Woter Districl

“Orgy Weler Distict

. Padre Dom
Municipol Waler (Hstich

Comp Pendleton
Morine Corps Bose

.Euinb;w
Municipol Wlsr District

Romand
Municipol Waler Districl

Rincon del Digblo
Murizipol Watar Distict

Son Dieguito Waler Distric)

" Sonia Fe Irigatton Diskrict

South By Inigetion Districy
Vollwcitos Woter Dislrics

- Valley Center
Hunicipol Wator Disrrict

Yislo Inrigasion Distriet
Yulma

Munlzipol Waler Diatrici

. OTHER
_ REPRESENTATIVE

C';wn},- of Son Diego

San Diego Counfy Water" Authority

4677 Overland Avenue ® San Diego, California 92123-1233
(858] 5226600 FAX (858) 522-6568 wwwi.sdowa.org

May 4, 2011

Marcia Scully, General Counsel

_Metropolitan Water District of Southemn California

P.O. Box 54153
Los Angeles, CA 90054-0153

Re: - Metrqpblitan’s Responée to Water Au‘thority's Dema,n.d.'for Recalalation of
Preferential Rights Under Section 135 of the Metropolitan Water District Act .

DearMs. Scully: . o ’ y

Metropolitan’s April 26, 2011 letter rejecting the Water Authority’s April 6, 2011
dernand for recalculation of Preferential Rights is niot supported by law or fact, Your
description of'the Water Authority’s payments under the 2003 Exchange Agreemient as “a
discounted volumetric rate for-each acre-foot of witer provided” is absurd. -

The Water Authority does-niot purchase the Colorado River water at issue from
Metropolitan. It purchases some of the water from the Imperial Irrigation District. The
test is conserved water allocated to the Water Authority from the lining of the All
American and Coachella Canals. The Exchange Agreement itself plainly states that the
water Metropolitan provides is not Metropolitan water, but instead is “characterized for
the purposes of all of Metropolitan’s ordinance, plans, programs, rules and regniations”
as the Watet Authority’s Local Water. Further, contrary to your assertion, the amount of
water delivered by Metropolitan to the Water Authority under the Exchatige Agreement -
is limited to the amotnt of conserved water provided by the Water Authority to
Metropolitan. There is nothing in the Exchange Agreemerit temotely supporting the
assertions in your letter. Ihave attached a copy of the 2003 Exchange Agreement for
your ready reference. : '

Metropolitan is obliged to follow the law and recalculate preferential rights to include the
Water Authority’s payments under the 2003 Exchange Agreement. The Water Authority
reiterates its demand as stated in the April 6, 2011 letter. I have also attached a copy of
that letter for your reference. e .

A public agency. ;;}pvi'ding a s;_qfe ond reliable waler supply 1o the San Diego region

PRINTED ON RECYCLED PAFER




Marcia Scully

May 4, 2011

Re: Reply to Metropohtan s Letter Regardmg Recalculation of Preferentlal Rights
Page 2,

Please indicate in writing no later than May 16, 2011 whether Metropohtan will correct
the calculation of the preferential rights of its member agencies to properly account for
the payments the Water Authority has made and will make under the Exchange
Agreement

’

chtso e
General Counsel

¢o:  Metropolitan Board of Directors (w/o attachments)
Water Authority Board of Directors (w/o attachments)




